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Mr.T.... likes 
a vintage cellar 


Whether it’s 70-year-old oak or 
20-month pine, dry, sheltered wood 
tickles the palate of Mr. Termite. 
And his taste for timber can eat you 
out of house and home. 


Now, however, Shell Chemical’s 
powerful dieldrin insecticide puts up 
a barrier to Mr. T’s appetite. Applied 
to the soil around older homes as 
well as new, dieldrin forms an invisi- 
ble wall to halt termites which must 
shuttle from soil to wood in order to 
survive. And dieldrin stays effective 
for years, to protect your home from 
hungry timber-nibblers. 


Providing tough insecticides for 
long-lasting termite control is one 
more way Shell Chemical works to 
heip keep your home safe and sound. 


SHELL CHEMICAL 
COMPANY 


Chemical Partner of Industry and Agriculture 
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1959 1960 1961 
1953-55 Year Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart). . 2... 133.3 157.1 1448 141.7r 142.4" 
PRODUCTION 
Maal tngat (hOUS. OF TONS)... 0'0:<sc'50 0 cases igectoescesvosdecccccveons 2,032 2,715 1,396 1,103r 1,361 
ES IS AIEEE RIS Cree ten et Rem Cr epee PERE TRE TEP I PR 125,553 163,249 135,328 86,497r 74,513 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $56,638 $75,886 $72,602 $88,755 
Electric power (millions of kilowatt-hours),..........eeeeeeeceeeeeeeees 10,819 14,308 14,604 13,956 14,245 
Crude oil and condensate (daily av., thous. of bbls.)..............0eeeeee 6,536 7,tt2 7,152 7,1%3 7,165 
Bituminous coal (daily av., fhous. of tons)...........cccccceccccseeeces 1,455 1,465 1,221 1,258r 1,323 
Paperboard (Tons) 2.2 < cccccsccccccscccrcccccccccccssscccccccvccece 247,448 26,488 316,846 163,709 167,049 
TRADE 
Carloadings: miscellaneous and I.c.1. (daily av., thous. of cars)...........++. 70 59 53 46 48 
Carloadings: all others (daily av., thous. of cars).............seeseeeeees 47 38 34 32 33 
Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 112 231 319 117 
Business failures (Dun & Bradstreet, number)...........cc cee ccccccecces 198 242 360 276 265 
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Scrap steel composite (Iron Age, Ton).......cccccvcccccccccccicscccees $36.10 $41.50 $28.50 $31.17 $31.17 
Copper (electrolytic, delivered price, E&MJ, Ib.)....... ccc ceeceecceccees 32.394¢  34.035¢  30.000¢ 29.600¢  29.545¢ 
Aluminum, primary pig (U. S. del., E&MJ, Ib.)........ cece ee ee cece cece 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
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RONEN o's creel c Seaside a SONI Gens FU WER Seba aces ee bkoC eee wUkS 21,879 19,456 18,172 17,767 17,632 
1953-55 Year Month Latest 
MONTHLY FIGURES OF THE WEEK Pen td oe ran pr noe 
Retail Sales (seasonally adjusted, in billions) ..........eececeees December.......... $14.5 $17.5 $18.4 $18.2 
Consumer credit outstanding (in billions).................0000- November.......... $34.1 $50.5 $54.3 $54.6 
Installment credit SUERUDNIIEN LITE DINSIONIS).. 5. <<o. 6a. o.0c'6s Gvnceseca ee November.......... $24.2 $39.0 $42.6 $42.7 
Exports (in millions) Sse heed erties phe owes eawinevowen nee November.......... $1,290 $1,479 $1,744 $1,796 
PPEeS LON PINION) Sie see sO Sc. eins cbc Ose oeeibat koa eee November.......... $902 $1,282 $1,157 $1,161 
* Preliminary, week ended January 7, 1961. r Revised. 
tt Not available. Series revised. 8 Date for ‘Latest Week’ on each series on request. 
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Meeting the Customers 


Dear Sir: 

May I congratulate the editor of 
the article headed “How to Whet a 
Sated Appetite” [BW—Dec.17’60, 
p57}. 

Rarely have I had the opportu- 
nity to read a more comprehensive 
anc. realistic article. 

It so happens that some of us, 
who have the responsibility of run- 
ning a business, sometimes overlook 
the fact that the contact with cus- 
tomers in the field is more impor- 
tant than any other phase of our 
over-ai!l responsibility as president. 

MurRRAY NEDELL 
PRESIDENT 
AWARD INCENTIVES INC. 
BROOKLYN, N. Y. 


Question of Control 


Dear Sir: 

It is interesting to note your con- 
cern for the “American” balance of 
payments and its effect on the 
strength of the Western Powers and 
your feeling that the other Western 
Powers have an obligation to take 
steps to help the U.S.A. balance 
her international payments. At the 
same time you seem to be critical 
of steps taken to alleviate an even 
worse situation (per capita) in one 
of these countries. Naturally the 
U.S.A. feels the effect of these steps 
to 2 certain extent since you are 
the beneficiaries of our unbalance. 
It appears to this “foreigner” that 
you feel that what is good for the 
U.S.A. is good for everybody. You 
strengthen this feeling by your light 
treatment of the concern in this 
country over the fact that the 
U.S.A. controls over half the sec- 
ondary and primary industry in this 
country. This control is held in such 
a way that it is virtually impossible 
for control to return without direct 
government action, indeed it is 
hard to visualize anything but an 
expansion of this control under 
present conditions. .. . 

Davip B. WESTCOTT 
ISLINGTON. ONT. 


To Change Patent Law 


Dear Sir: 

As an investor I find BW’s re- 
ports on research very helpful in 
keeping up to date on the relation 
between research and the value of 
industrial shares. As to “basic re- 
search” [BW—Dec.24’60,p36] both 
government and industry should be 
careful not to suppose that produc- 
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Executone protects your privacy, never interrupts. Exclusive 
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tion of capital gains is in any way : 
assured by the rate at which taxes 
or savings are expended on re- 
search. Indeed, such gains are the 
result of finding means for produc- 
ing values faster with a lower rate 
of investment. This includes the 
subsidizing of “higher” education; 
Einstein, for example, was not 
highly trained. 

We need to develop a backlog of 
information that is not yet ripe for 
investment. A lag in investment is 
necessary, not because further re- 
search is required, but because 
equipment cannot be junked as soon 
as it is in any degree obsolete. To 
develop a backlog requires that 
patent law be changed so that the 
17-year monopoly period does not 
begin until manufacture and mar- 
keting of the product are under way. 

In the interim, disclosure must 
not extend public access to patent 
records. This is not merely to pro- 
tect the innovator’s profits (I mean 
his capital gains) but also to assure 
that military obsolescence shall be 
maintained as long as possible in 
the camp of the “enemy.” 

In effect, autocracy has a tre- 
mendous advantage in having no 
such access to advance information 
as a patent system offers to “free” 
enterprise whose drive is emascu- 
lated when the monopoly is de- 
stroyed by antitrust decrees and by 
“progressive” taxation. .. . 

Moreover, the 17-year term is 
in important cases not long enough 
to be of any great advantage, while 
in the case of trivial gadgets it is 
uselessly protracted; the gadget be- 
comes obsolete before the patent 
runs out. 

ALDEN A. POTTER 


BETHESDA, MD. 


No Model Change 


Dear Sir: 

I have just read the article, 
“Coming Up With Something New” 
[BW—Dec.24’60,p80] as to new 
products. In discussing consumer 
products, the article states on page 
82: “And both Kelvinator Div. of 
American Motors Corp. and May- 
tag Co. are maintaining that they 
have quit the policy of annual 
model change altogether.” 

. . . Maytag has never followed 
the foolish practice of restyling its 
products every time the calendar 
rolls around, and we have always 


produced the finest quality we 
know how. 

GEORGE M. UMBREIT 
PRESIDENT 
MAYTAG CO. 


NEWTON, IOWA 
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Pa. BUSINESS WEEK | ‘Fhe first full week of the new year turned up very few signs of any 
rate real business upturn.. The mood most~frequently encountered is that 
the | JAN. 14, 1961 improvement can’t be expected till late this quarter or carly next—if, indeed, 

tion; a turn can be anticipated that soon. 

t 
"a Evidence mounts, however, that construction wil) be one of the factors 

»g of favoring a turn. And it won’t all be due to public works—though these 

e for point up. 

nt Is 

r re- 

"ause A BUSINESS WEEK Contract awards for all types of heavy construction started 1961 with 
va the biggest week since last June—well over $600-mil’ion. 

0 
that Behind the surge: a surprising influx of contracts for industrial strue- 

t the SERVICE tures—the biggest single week, in fact, since July, 1956. 

; not 

aa One week, of course, could be a flash in the pan. Still, both contracts 

way. and work put in place on industrial projects bettered year-earlier totals 

must through most of 1960. And the year’s final score was the best since all 

ye records were shattered in 1957. 

mean Allow for higher costs and this still isn’t to be sneezed at, particularly 

ssure at a time when everyone fears that business investment may go on deteriorat- 

ll be ing 

le in F 
tre- Another bright spot is highway construction, where public funds are 

Pes the key ingredient. 

free” Contract lettings in last year’s fourth quarter, expedited by the Admin- 

ascu- istration’s efforts to shore up the economy, were the largest ever for 

a that period save for 1958. And now another $2:51-mi!'ion of federal funds, 

; held up until now for new census data, which determined each state’s share, 

m is has been released by the Bureau of Public Roads. 

~< As things stand, $3,125,000,000 of federal aid now is available for the 
it is year ending June 30, 1962—almost as much as the record $3.2-billion actu- 

t be- ally obligated by state highway departments in fiscal 1959. 

atent 

TTER That there are highways in the planning stage to absorb the federal 

funds is evident: McGraw-Hill’s Engineering New:-Record, which keeps tabs 
on such things, points out that the backlog of proposed sireet and highway 
construction is the biggest on record—a whopping $764-million higher than 
at this time last year. 

ticle, And the states seem in the mood to get things started: Their lettings 

New” of highway contracts in the first weeks of 1961 were more than double those 
— for the same period last year. 

umer 
page 

ial There’s a lot of major bridge work going on these days that is helping 
they to expand the construction totals. 

inual In the Northeast alone contracts have been let (and some work started) 

a on New York’s Verrazano-Narrows Bridge and the addition of the second 

1g its level to the mammoth George Washington Bridge, and on the Chesapeake 

»ndar Bay bridge-and-tunnel. 

— Each of these projects will cost well over $100-million, with much of the 

work to be done during this year. 

3REIT 

Commercial construction will be on the rise, according to the Washington 
forecasts, along with most other lines. : 15 
1961 
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Here, however, the emphasis is shifting to office buildings rather than 
the stores and shopping centers so prominent in 1960. 


Residential building, of course, is still the big question mark, although 
recent indications have been favorable (BW—Dec.31’60,p11). 


Mass projects enjoyed a banner year in 1960, particularly in apartment 
houses, and this trend is expected to hold at least through 1961. 

Dept. of Commerce forecasters put outlays on new dwellings this year 
at $16.8-billion, only $350-million above unimpressive 1960. And even this 
modest improvement admittedly depends on imponderables such as mort- 
gage terms and buyers’ attitudes. 


Steel operations have snapped back sharply from their unnaturally 
depressed level over the turn of the year. This, plus exceptional demand 
for electric power (helped by cold weather) is imparting a not-entirely- 
deserved look of vigor to the weekly production figures and Business Week’s 
Index (page 2). 

Steel operations, though they do look better, have recovered to little 
more than half what they were a year ago. 


Steelmen still tell you that they see better things ahead. 


Nevertheless, January isn’t going to measure up to expectations held 
even as recently as a couple of weeks ago. This is due to the auto industry’s 
sober second thoughts (page 30). 

Auto plants had placed orders that encouraged the steel people, but 
now they are asking the mills to take it easy on deliveries. 


Business in steel with users other than the auto makers is showing 
just about the improvement that had been indicated. However, this all adds 
up to a very gradual rise, indeed, for the time being, at least. 


Meanwhile, consuming industries’ stocks of steel have been pared so 
ruthlessly that, by yearend, they were lower than at the end of the steel 
strike, the National Industrial Conference Board estimates. 


Things had to get worse in nont -rous metals, apparently, before there 
could be much kope that they would get better. 


That has been conspicuously true of the chaotic conditions marking the 
zinc market the last few days. And copper has its problems, too. 


Under-the-table discounting of zine prices (designed to leave the posted 
quotation undisturbed) first was countered by open discounting and then 
by another cut in the “official” price. Even so, nobody was sure at midweek 
that the market would regain its equilibrium in a hurry. 


Copper, meanwhile, was cut 1¢ a Ib. on Wednesday by custom smelters 
who had been getting little business at the going price of 30¢ a lb~ To add 
complications, the London price has faded steadily for weeks. 


Sinking London quotations for all the nonferrous metals since busi- 


ness leveled off in Britain, in fact, has bedeviled markets in this country. 
Contents copyrighted under the general copyright on the Jan. 14, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Do These Things Immediately 


Stimulate Housing 
Drop mortgage rates, extend repayment beyond 30 
years, boost Fanny Mae mortgage buying. Give new 
shots in arm to urban renewal, housing for elderly, 
college housing. Initiate new programs for low-income 
families, community facilities, mass transit. 


Ease Credit 

Expand money supply only to limited extent through 
expansion of bank reserves by Fed—without any 
“considerable easing of credit,” because of flow of 
dollars to higher interest rates abroad. Report offers 
no advice on key problem: how to bring down long- 
term interest rates (to stimulate capital expansion) but 
not short-term rates (to stop flow of funds abroad). 


Increase Spending 
Pump $3-billion to $5-billion into economy in next 18 
months in federal funds for unemployment pay, high- 


ways, aid to education, hospital construction, in- 
creased defense spending, aid to depressed areas. 


If Recession Continues 
Cut Taxes 
Reduce all personal income tax rates for rest of this 
year by 3 or 4 percentage points to boost take-home 
pay through less withholding. Give President power 
to continue these cuts into 1962. Make no other tax 
changes pending study of tax reform measures. 


If Inflation Threatens 
Tackle Wages and Prices 


If wages and prices go up but unemployment stays 
high, seek “new approaches” to put government pres- 
sure on wage-price spiral—without direct controls. 


Reports to Kennedy Lay Outta... 


Kit to. Fight Recession 





ere bapa a Kennedy, before the 
month is out, will be prodding Con- 
gress to move fast on the programs he 
wants to help end the recession. 
Kennedy isn’t buying the policy line 
that Pres. Eisenhower is taking in his 
final messages. Eisenhower figures that 


the recession is about over, that things 
are turning up, and that, as a result, tax 
revenues and federal spending will be 
in balance in the fiscal vear beginning 
next June 30. 

In his inaugural address next Friday, 
Kennedy will call for vigorous govern- 











HOUSING 


McMurray 


ment action to ward off what he and his 
advisers see as a continually worsening 
economic situation. While Kennedy 
will want quick approval of new spend- 
ing programs, he is also preparing for a 
quicker shot-in-the-arm if it’s needed— 
some kind of temporary, immediate tax 
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WHERE SPENDING MAY RISE— 


Jobless Benefits: 

Federal funds to assure 39-week 
benefits—perhaps in larger amounts 
—for all eligible, regardless of 
states’ financial condition. Perma- 
nent expansion of system, with more 
federal standards, federal money. 





Highway Construction: 

As a near-term stimulant, an end 
to pay-as-you-go, a rise in annual 
authorizations, loans to states to pay 
their 10% share of cost. 





Education:- 
New billions for school construc- 
tion, salaries, college dormitories. 


‘Health & Welfare: 
Hospital construction, medical re- 
search, medical insurance for aged. 








Defense: 

A hard push on needed defense 
projects, with spending bound to 
rise from both Eisenhower and Ken- 
nedy Administration boosts. 





Depressed Areas: 
Several hundred millions in aid, 
but only a trickle likely in first year. 


cut for individuals which might run to 
$5-billion a vear or more. 

¢ Strategy Key—The political strategy 
has been laid out, and the key is unem- 
ployment. If, as the Democrats expect 
—and as the unions do also (page 21)— 
the percentage of unemployed keeps 
climbing, it’s almost certain to go past 
a point of political intolerability around 
7%. In fact, the December jobless fig- 
ure this week is expected to show this 
trend—up to perhaps 6.6% or even 7% 
from November's 6.3%. 

Already, the AFL-CIO has said that 
as soon as unemployment exceeds 7%, 
a tax cut should become effective. The 
guessing is that if the business turn 
doesn’t show soon, tax cut sentiment 
would be almost solid in the Adminis- 
tration and the Congress. 
¢ Calls for Action—Actually, Kennedy 
has been fielding a flurry of specially 
ordered reports with hot calls for action 
on a wide variety of problems—tax 
policy, housing, aid to education, as 
well as a big wrap-up directly devoted 
to the immediate problem of anti- 
recession policies and programs. 

All the reports (tables, page 19 and 
above) will be judged not only on their 
own merits, but also on how they can 
be bent to help end the recession. They 
include the following: 

¢ A report on the need for more 
billions for housing and urban develop- 
ment, submitted by Joseph P. McMur- 
ray, college president and former New 
York State housing administrator. It 
would put new loans, grants, and in- 
centives into old and new programs. 
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e A report on the need for billions 
in federal aid to education, submitted 
by Dr. Frederick L. Hovde, president 
of Purdue University. 

e A report on tax policy, sub- 
mitted by Harvard Law professor 
Stanley S. Surrey. This was put under 
wraps, but it calls for new tax programs 
on four fronts: to spur business invest- 
ment, to cut individual income tax 
rates, to tighten so-called loopholes, and 
to collect more taxes through better 
enforcement. 
¢ No. 1 Problem—Recommendations 
from all these reports will be examined 
with a sharp eve to their effect on the 
business outlook, both short-term and 
long-term. ‘he reason is plain: Be- 
sides ending the recession, Kennedy’s 
No. 1 problem is somehow to keep the 
economy growing steadily. His promises 
of a more successful, more powerful 
U.S. depend on an economy able to 
produce added revenues. 


1. Anti-Recession 


The size and shape of Kennedy’s at- 
tack on the sluggish state of business 
became predictable when Kennedy 
made the anti-recession report public. 
It came from one of his top advisers— 
MIT economics professor, Dr. Paul A. 
Samuelson. In releasing Samuelson’s 
report, the President-elect refrained 
from any special words of praise—and 
he is completely free to pick and choose 
from the package as he sees fit. 

But Kennedy knew well ahead of 
time what was being recommended (ta- 
bles), and most of this will certainly 
be sent to Congress for quick approval 
—or put into effect through administra- 
tive order, where that can be done. 
¢ Recipe—Basically, Samuclson’s report 
covers the range of economic remedies 
for curing a recession—but he doesn’t 
advocate all the policies that Democrats 
have traditionally favored. 

Samuelson’s proposals run like this: 

First, step up spending on desirable 
public programs of all kinds—the ones 
considered to need increases, anyway, 
recession or no. 

But steer clear of opening up the 
money supply and lowering interest rates 
—a traditional cure-all of Democrats. 

Then, if the upturn doesn’t come 
quickly, give individuals a quick tem- 
porary tax cut to boost take-home pay 
and pump spending powcr into the 
economy instantly. 


Il. Why This Prescription? 


The reasoning behind the Samuelson 
prescription is this: 

No one really knows for sure whether 
the economy is about to turn up—or 
whether its tendency is still to keep 
sliding slowly downward, while unem- 
ployment creeps slowly upward. 


Samuelson grants that most econo- 
mists foresee an upturn by midsummer, 
whether or not there is any special 
stimulation; government spending is 
going up anyway, and sooner or later 
the inventory liquidation will end. 

But the risk of letting things slide 
is too great, says Samuelson. In 1957- 
58 the Administration shied early in 
the game from facing up to the fact 
of a recession. “A final fiscal 1959 
budget deficit of more than $1 2-billion” 
was the result, he argues. 

So his approach now would be to 

act as though the fourth quarter of 
this year were going to turn out worse 
than the first, second, or third. 
e Choice of Remedy—Ordinarily, the 
remedies would be of two kinds—spend- 
ing and tax policies, and monetary and 
credit policy. But the flow of capital 
abroad, seeking higher returns there, 
prevents the use of easier money and 
cheaper credit to give the economy a 
stimulant. 

Thus vou wind up by having to rely 
on fiscal policv—boosting government 
spending and, if need be, handing back 
to the citizen some of his tax money. 


lll. What's Its Impact? 


The spending program—assuming the 
Democratic Congress gives Kennedy 
everything he asks for—only adds up to 
$3-billion to $5-billion, on top of pro- 
grams already ticketed for the fiscal 
vear beginning in July, according to 
Samuelson calculations. It does not 
purport to make up for accumulated 
deficiencies that Samuelson finds in the 
areas covered. 

It is also freely admitted that the flow 
of this new federal spending will hardly 
be felt at all during the remainder of 
this calendar year. Except for unem- 
ployment compensation increases 
(which could easily run into hundreds 
of millions), new money won’t show 
significantly ural a year from now and 
on through fiscal 1963, which begins 
18 months from now. 

In all of this, Samuelson sees nothing 
like the huge public works pump-prim- 
ing of New Deal days, but rather a 
relatively modest though essential ex- 
pansion of public works projects. He 
feels these should have been steadily 
building during the Eisenhower years. 

In fact, Samuelson views them ex- 
actly as he views increases in defense 
and foreign aid spending: Since increases 
are needed “on the merits,” he wants 
them put into effect as speedily as 
possible, to help out the anti-recession 
cause. 
¢ Pros and Cons—Samuelson thus justi- 
fies his spending programs even if the 
next batch of economic indicators all 
bring good news. 

Critics of the Samuelson approach 
have emphasized this very point: If 
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the upturn comes anyway, then Ken- 
nedy will be pumping out new govern- 
ment money on the upside of the 
cycle—precisely the wrong time to be 
adding fuel to the economic engine. 


IV. The Tax Cut 


You can get arguments about it, but 
apparently most Democratic economists 
believe that the key indicators now so 
eagerly awaited will bring bad news—or, 
at best, no real improvement. 


In other words, the odds around 
Washington are much more than 50-50 
that—if Kennedy buys Samuelson’s pre- 
scription—a tax cut will be sought. 

Samuelson’s tax cut gimmick—only 
one of a number that Kennedy might 
adopt—calls for a cut of 3 or 4 percent- 
age points in individual income tax 
rates, made effective immediately by 
reducing the payroll withholding tax 
deductions, thus boosting take-home 
pay. 


The size of such a shot in the arm is 


variously estimated at $5-billion to $7- 
billion per year. 
¢ Chances—Assuming that things turn 
out this way, and the tax cut mes- 
sage is sent to Congress, it seems cer- 
tain to pass in one form or another. 
The politicos figure Kennedy would 
get roughly the kind and size of cut 
he asks. But he wouldn’t get one fea- 
ture that Samuelson recommends: au- 
thority to continue the temporary tax 
cut beyond its terminal date for any- 
thing from three months to a year. 


Seeking Action on Unemployment 


Growing joblessness due to the recession, automation, 
and other factors is spurring unions to press for legislative 
action and to stress job security as a key issue in bargaining. 


Estimates of December unemploy- 
ment—indicating a jump of a half-mil- 
lion jobless in a month—jolted everyone 
this week. An increase had been ex- 
pected, but the actual rise soared be- 
yond most predictions. The figures 
show: 

e Employment dropped in Decem- 
ber from 67.2-million to 66-million. 

¢ Unemployment rose from 4-mil- 
lion or 6.3% of the labor force to a 
disturbingly high 4.5-million or 6.8%. 
The December figures approximated the 
average unemplovment of 4,681,000 or 
6.8% for recession year 1958. The rate 
for January is now expected to top 7%. 

The figures tended to confirm the 
high unemployment warnings by unions 
supported, inside labor, by union studies 
of the impact of the general industrial 
slowdown on their members. Just this 
week, three major unions reported more 
than 100,000 jobless each, many laid off 
in the last month or so. A half-dozen, 
together, reported more than a _half- 
million members idle. 

These estimates are stirring the 
unions and all labor to more intensified 
legislative and economic efforts. Over- 
all, this means: 

¢ Concentrated political pressure 
on the new Administration to bolster 
the economy, create jobs, and cushion 
the potential impact of automation. 

¢ More insistent “job security” 
bargainiag with employers. 
¢ Government Action—AFL-CIO Pres. 
George Meany warned this week that 
even if there is a slight ge in the 
economy, the outlook is for continuing 
unemployment at a rate of 7% or more 
—unless there is “positive government 
action . . . to turn the tide.” 

Meanwhile, David J. McDonald, 
president of the United Steelworkers, 
turned to employers last week to ask 
for joint industry-union action to help 
raise the mills’ low operating rate and 
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restore jobs. Balked earlier in a similar 
effort, United Auto Workers Pres. Wal- 
ter Reuther this week asked major auto 
companies to institute a policy of one- 
week plant shutdowns in place of mass 
layoffs and shortened work weeks. 

¢ Contract Issue—One union leader 
facing negotiations this vear said flatly 
that jobs will be the crucial issue. “Lis- 
ten,” he said, “you can’t get into a 
fight about more pay when you've got 
workers who haven’t had paychecks for 
a long time and men on the job afraid 
the job is running out. You fight for 
protection first, then money.” 

Reports to BUSINESS WEEK from a 
number of key unions illustrate the 
problem: 

The United Auto Workers reported 
early this week that end-of-November 
supplementary unemployment benefits 
statements from the five major auto 
companies showed 31,000 salaried and 
hourly workers drawing SUB as a result 
of layoffs. UAW said the figure did 
not include many laid-off workers not 
entitled to SUB or “many thousands” 
unemployed in other branches of its 
sprawling jurisdiction. 

Over-all, adding those laid off in 
December or now in the process of 
being laid off, one UAW spokesman 
said “well over 100,000 members” 
probably are out of work now. 

The United Steelworkers, one of the 
hardest hit of all unions, reported 
125,000 jobless when its latest count 
was taken in October—at least a third 
of them in basic steel, the others spread 
through fabricating, aluminum, and 
other branches of USW’s jurisdiction. 
David J. McDonald, president of the 
union, said that the total today would 
be “about 150,000” and added that 
USW members still working are 
averaging 34 hours a week. 

The United Mine Workers, which 
has suffered unemployment problems 


longer than most other unions, esti- 
mates 150,000 jobless in the bitumi- 
nous industry, 25,000 in anthracite. 

The International Union of Elec- 
trical Workers estimates unemployment 
in the electrical manufacturing industry 
—not IUE alone but for all unions— 
at 85,000 today. The heaviest unem- 
ployment is in Fort Wayne, Ind., 
Louisville, Philadelphia, Springfield, 
Mass., Rochester, N. Y., and northern 
New Jersey, according to IUE spot 
checks in the industry. 

The United Rubber Workers hasn’t 
surveved its locals but estimates that 
5% to 6% of its members (8,000 to 
10,000 unionists) were out of work 
during the latter part of 1960. It 
believes more are now. URW, like the 
other unions, says that the number un- 
employed is only a part of the problem: 
Many workers are on a short work week. 

URW blames automation as much as 
the recession for its unemployment. A 
union spokesman told BUSINESS WEEK 
that mechanization has outstepped the 
creation of new products and new jobs. 

The International Chemical Work- 
ers reports “relatively few layoffs” in 
recent months, probably fewer than 
1,000 of its 85,000 members. The 
union credits the diversification in the 
chemical industry and the fact that 
automation isn’t anything new to its 
employers—chemical firms “operate 
with a minimum number of workers 
even in boom times.” 

The Oil, Chemical & Atomic Work- 
ers, with a sprawling jurisdiction, finds 
it hard to be specific about unemploy- 
ment in its industries; it says it is more 
concerned about “steady attrition” in 
the number of jobs than about layoffs. 

The United Packinghouse Workers 
reports “extensive and substantial” un- 
employment, with a “spotty” impact— 
the situation in Chicago is considered 
particularly bad (5,000 UPW members 
unemployed two years or more), and 
Indianapolis is “slow” by UPW esti- 
mates. The union doesn’t blame the 
recession as much as shortages of live- 
stock in 1960 and plant closings and 
automation. 
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Consumer 
Optimism: 
Middling, 
but Steady 


Sag in Buyer Confidence 


From where the consumer sits, the 
1960-61 recession promises to have a 
saucer shape, not a deep V. 

The most significant thing about the 
latest index of consumer attitudes 
(above) is not what the index did do, 
but what it didn’t do. Had the index 
followed the path it took in late 1957, 
the University of Michigan’s Survey Re- 
search Center would have uncovered a 
steeper droop in consumer confidence 
in its October-November, 1960, survey. 
Instead, the index moved sideways. As 
of two months ago, consumers had not 
panicked themselves into the psychol- 
ogy of deep recession—as it is entirely 
possible for them to do. 
¢ Cautious Prediction—Marketers have 
no call to throw up their caps in glee 
at the latest findings, however. As the 
Survey Research Center sums up the 
picture: “The new data are consistent 
with the notion that the present re- 
cession will remain unusually mild. Yet 
the survey does not justify any hopes 
that an upsurge in consumer spending 
might initiate recovery in the near fu- 
ture.” 

'wo considerations underlie this cau- 
tion. At 94.7 immediately after last 
fall’s Presidential election, the index 
stood just half-way between its 1955 
peak of 102.7 and its 1958 low of 83. 
(For the whole survey period, the index 
was 93.1, a hair under August’s 93.3.) 
Furthermore, if people look for no dras- 
tic change for the worse, neither do 
they look for early improvement. The 
stabikty of the index results from a bal- 
ancing of plus factors against negatives. 
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It looks as though it wouldn’t take 
much to tip the balance, either up or 
down. 


l. The Near Look 


A bright spot in the short-term pic- 
ture is what the center describes (it does 
not release the data) as a “pronounced 
rise in intentions to buy automobiles” 
over the fall, 1959, figure. The ratio 
of families with an eye on the new car 
market is at least as high now as at any 
time since late 1956. Used cars come 
out less well-—they stand where they 
stood a year ago. 
¢ Outlook for Appliances, Housing— 
Buying intentions in other areas shine 
less brightly. Most large appliances 
got somewhat fewer mentions this time 
than a year ago—cold comfort to an 
industry that found 1960 a less than 
gold-tinted year (page 64). TV was 
the lone standout. Intentions to buy 
TV are “relatively high” compared with 
a year ago. 

Neither does the market for houses 
show any sign of a boom; intentions 
to buy are just where they were in the 
same 1959 period, and much lower than 
last spring. Concern about their own 
finances, a feeling that mortgage credit 
comes hard and that prices for houses 
are on the stiff side appear to dampen 
interest in house-buying. 
¢ Price Stability Expected—Mostly, 
though, people feel better about prices. 
ewer look for further price increases, 
and 71% of those who expect stable 
prices over the year say this is a good 


sign. The relatively low price of the 
compact car apparently played a good 
part in the upsurge in new-car buying 
intentions. 

The election contributed something, 
too, to the steadiness of the index. In- 
terviewing for this survey took place 
partly before and partly after the elec- 
tion—and people’s evaluation of busi- 
ness prospects picked up considerably 
after Election Day. Some of this rep- 
resented party enthusiasm—and it might 
wear off. 
¢ More Worriers—lor the rest, the 
news leans to the dismal side. Fewer 
people feel business conditions or their 
own finances have improved over a year 
ago, fewer look for good times in the 
year to come. Worries about jobs, 
awareness of recession, have increased. 
More than half the people reported un- 
employment in their own community. 
More were fearful that they would not 
easily get another job if they should 
lose their present one. 

Yet, the bearishness took a different 
turn in 1960 from its 1957-58 route. 
Often it showed in a diminution of 
optimism to a verdict of uncertainty or 
“no change”—in personal business or 
in the economy. It’s true that “no 
change” was not an optimistic view in 
late 1960; barely a half of those who 
foresaw no change thought this meant 
good times this year. But in the 1957- 
58 years, the shift carried consumers 
from optimism to outright pessimism— 
from “better” to “worse,” for them- 
selves and for business. 

In every major income group, the 
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report states, fewer people knew of 
unfavorable business developments last 
fall than in the fall of 1957. 


ll. The Long Look 


For the longer term, faith that 
things will work out all right holds. 
Few people are thinking in terms of 
long depression, drastic reverses. 

Further, George Katona and Eva 
Mueller, who directed the project, take 
issue with those who argue the con 
sumer is losing his appetite for goods. 
The rising standard of living still holds 
its buving lure. During the current sur- 
vey, the researchers dug into the ques- 
tion of saturation, satisfied themselves 
there is no such animal. ‘Most Ameri- 
cans,” they report, “have unsatisfied de 
sires which they can discuss specifically 
-for better housing, a new car, other 
durable goods, vacations, many other 
things. There is no evidence they felt 
needs have diminished in recent years.” 
* Consumer Wants—One finding on 
housing bolsters this view. Although 
near plans to buy houses have not in- 
creased, potential demand for housing 
is as strong as it was five years ago, the 
survevors report. A house still looks 
like a good investment. Yet the men- 
tion of vacation trips should remind 
marketers “many other” things compete 
for the goods dollar. 

People today have plenty on their 
minds. They aren’t promising to give 
the economy a resounding upward 
shove. But they don’t threaten to send 
it rolling downhill, either. 
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More think now is a good time to buy cars than 
a year ago. Household goods are unchanged... 
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Yet fewer feel they are better off compared 
with a year earlier 
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"The responsibility of every gov- 
ernment is to keep activity at a 
feverish pitch; progress is a by- 
product. Our platform is ‘keep 


“busy and have a ball’.” 
*Useful Ploys for Emergency Use 








UPTPIAI*-1 


“You've got a brilliant idea, Dr. Brown. We'll try to see 
that you, too, get an opportunity to bid on it.” 


*Useful Ploys to Protect Industry Against Itself 


© Benson-Lehner Corporation — 1960 


How the Pentagon Buys-, 


Through the cartoons above, a West 
Coast designer and manufacturer of 
electronic and scientific equipment is 
taking a swipe at the way the U.S. 
defense establishment handles its rela- 
tions with private industry in scientific 
research and development. 

Last week, some 1,500 top military, 
government, and industry leaders got 
the message—in the form of an 84-page 
privately printed cartoon book titled 
“Strictly Birdsmanship or: How to Lay 
the Egg that Kills the Golden Goose.” 
It came to them with the compliments 
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of the author and publisher, Bernard 
S. Benson, a young British-born inven- 
tor who is president of Benson-Lehner 
Corp. in Santa Monica, Calif. 

Benson and his collaborator, weekend 
cartoonist Jack Roberts (a principal in 
the Los Angeles advertising agency of 
Carson Roberts, Inc.), put “Birdsman- 
ship” together for fun. But it was fun 
with a purpose. 
¢ “Root Problems’—Benson is _ wor- 
ried about the consequences, to both in- 
dustry and the national defense, of what 
he calls “socialized technology.” The 








STAY ON 
THE BALL! 











UPTPIAI*-4 


"If you want to get creative ide 
from industry, give a manageme 
contract to a large company. This wi 
needle all the other competing com 


cartoons reflect his diagnosis of the 
“root problems” in the technological 
race. 

The government, he says, through its 
R&D contracts controls the supply of, 
demand for, and price of engineering 
talent. It holds industry’s profits to 
“negligible” levels. It demands owner- 
ship of ideas and inventions. It switches 
its programs with an instability no busi- 
nessman would tolerate from a_ private 
customer. The consequences, he argues, 
are waste and duplication, overpricing 
of mediocre engineering talent, and the 
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UPTKIA*-3 









“Tremendous idea — come back when the 
Russians have done it and we'll be able to get 


it sponsored with no trouble at all.” 
*Useful Ploys to Keep Industry Alert 
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ies to come dashing with their 
‘ideas just to show how smart 


‘Mhey are. All people are insecure — 
Phey love to show off.” 
Useful Ploys to Protect Industry Against Itself 





UPTPIAI*-8 





“The government didn’t only buy your product, sir—it 
bought your thinking. For example: W hat are you think- 


ing right now?” 


*Useful Ploys to Protect Industry Against Itself 


Businessman s-Eye View 


dampening of industry’s incentive for 
excellence. 

Benson says his gripes aren’t personal. 
“We have excellent relations with the 
government and a thriving business” 
(Benson-Lehner expects to clear about 
$180,000 on a volume of about $5.5- 
million in the current fiscal year). His 
objective is to generate “light rather 
than heat”; he hopes his little satire 
will lead U.S. policymakers to question 
some of their assumptions. 

Also, he expects to make some money 
for Benson-Lehner. At the moment 
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“Birdsmanship” is being offered by mail, 
at $3, with quantity discounts for “mass 
enlightenment.” Benson and Roberts 
hope to get a commercial publisher to 
handle distribution. 
¢ First Try—Their first venture into the 
publishing field, a 32-page pamphlet 
called “Engineersmanship,” was in- 
tended as a “philosophic” gesture. It 
offered engineers such advice as “Always 
start at the top and work down. It’s 
the best way to get the broad pic- 
ture,” and “Above all, transistorize.”’ 
At first Benson handed out “Engi- 


neersmanship” free. Then, largely for 
fear companies and universities would 
be shy about placing quantity orders on 
a hand-out basis, he set a price of 25¢. 
In four years, with only word-of-mouth 
promotion, some 90,000 copies have 
been distributed, and Benson-Lehner 
now has two file drawers full of com- 
plimentary letters and a profit of about 
$10,000. 

This time Benson plans to pursue 
propaganda and profit “with equal 
vigor. . . . If you can make money too, 
why noi?” he asks. 
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“The extra amount that the Ganadian government gets from us will be bal- 


anced by the credits against our consolidated U.S. income tax.” 
—Electrical manufacturer 


“We will re-review any expansion plans there.” 


—Pittsburgh manufacturer 


“. . . They have been inviting U.S. capital up there to develop their resources 
and after they got some security from our investment, they want to kick us out. . .” 


—Texas oil man 


“Canada’s action will hurt us, but not badly. We contemplate no changes 


as a result of it.” 


—Paper company 


“It certainly won't stop any present investments but will give cause for con- 


cern on any future plans.” 


—Mining company 


“The entire purpose of all this seems to be to discourage the further investment 
of American dollars in Canada. If that’s the way they want it, it’s okay with me.” 


“This new bite will slow us down up there.” 


As the quotations above suggest, 
U.S. companies operating in Canada 
are in a bit of a tizzy this week over 
moves by the Canadian government to 
discourage foreign investment in their 
country (BW-—Jan.7’61,p52). 

Most companies checked by BUSINESS 
WEEK around the nation—and in Britain, 
where companies with Canadian opera- 
tions are also affected—are wary of 
sounding off against the Canadian gov- 
ernment too vehemently, at least until 
the legislative proposals in the Conserva- 
tives’ “baby budget” have been thor- 
oughly analyzed and their impact 
weighed. 

The company officers with informed 
views, however, appear to believe that 
the actual dollar effect on their com- 
panies’ profits (including earnings both 
at home and abroad) will be slight. 
They are more concerned about the 
psychological or “climatic” effects of 
Canadian nationalism on their future 
investment in Canada. 
¢ Two New Tax Rates—Here are the 
basic changes in Canada’s taxation of 
U.S. businesses that operate in that 
country: 

¢ For subsidiaries of U.S. com- 
panies, the so-called “withholding tax” 
on income remitted to the U.S. parent 
has been raised from 5% to 15%. The 
effect of this change however, will not 
be to increase the total tax bite on U.S. 
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—Natural gas producer 


—Engineering and construction firm 


Canada Barks — But Bite Is Mild 


companies by 10 points but by 5 points 
—from a maximum rate of 524% toa 
maximum rate of 574%. (The 574% 
breaks down this way: 50% is the tax 
liability under the regular Canadian 
corporate income tax law; the 74% is 
the result of applying the 15% rate to 
the remaining part of the earnings—the 
50% available for repatriation to the 
U.S.) 

¢ For the Canadian branch plant 
operations of U.S. corporations, a new 
15% tax has been imposed on earnings 
after the regular federal income tax 
has been paid. Again the maximum rate 
is raised to 574%. The swing in the 
tax rate on branch plants is, however, 
stiffer than that on subsidiaries—first, 
because the repatriated earnings of 
these operations were never subjected 
to a 5% withholding tax under the 
old law and, second, because U.S. com- 
panies won’t be able to avoid this extra 
tax simply by retaining these earnings 
in Canada. 
¢ Branch Rules—The new tax applies to 
all earnings of the branch, not just to 
those that are remitted to the U.S. 
The only way the extra tax can be 
avoided is to invest the earnings in 
“real capital”—that is, in new plant and 
equipment. The amount of the allow- 
ances for net annual increases in the 
capital investment in Canada of U.S. 
branch plants has, however, yet to be 


defined by the Canadian authorities. 

The stiffer treatment of branch plants 
is causing some tax experts to think the 
new Canadian tax laws are designed to 
induce U.S. companies to convert their 
branch plants into subsidiaries. 

Canadian authorities apparently have 
been exercised over the greater possi- 
bility of tax avoidance by U.S. com- 
panies under the branch setup. Under 
the old law, foreign companies were 
permitted, for tax purposes, to apply a 
part of their head-office and administra- 
tive expenses in the U.S. against their 
Canadian incomes. Canadian officials 
contend that there never was a satis- 
factory method of checking this, since 
they don’t have access to the records of 
non-resident companies. 
¢ No Startling Effect—Despite these 
apparent tax hikes, the sharp-pencil tax 
experts are coming to the opinion that 
the higher Canadian tax rates won't 
increase the total tax bill of most U.S. 
companies by much, if at all. ‘These 
tax experts feel that most U.S. com- 
panies will be able to offset their extra 
Canadian tax liability with lower U.S. 
taxes. 

The U.S. Treasury agrees. This 
week, a Treasury official told BusINEsSs 
WEEK that “most of the extra Canadian 
revenues will come out of the U.S. 
Treasury’s coffers.” 
¢ Tax Treatment—Several. ways are 
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open for most U.S. companies to pass 
on the new tax bite: 

e U.S. companies with Canadian 
subsidiaries can claim the higher taxes 
charged by Canada as a credit against 
their taxes in the U.S. 

e With their recently won free- 
dom to adopt the “over-all” limitation 
in calculating their foreign tax credit, 
U.S. companies with holdings in low- 
tax foreign countries can offset the 
574% Canadian tax by averaging it 
with other foreign taxes that are lower 
than the 52% U.S. rate. 

e Canada provides liberal deple- 
tion allowances on both mineral and 
forest resources. Under the formula 
by which the U.S. taxes the foreign 
earnings of U.S. corporations, tax ex- 
perts think companies that qualify 
for these allowances will be able 
fully. to offset their increased Canadian 
taxes. 
¢ Need Profits First—In the opinion of 
some experts, the only companies that 
will be stuck with a significantly higher 
total tax load are (1) those with rela- 
tively small U.S. profits against which 
to offset their bigger Canadian taxes, 
(2) companies that don’t qualify for the 
liberal depletion allowances in resource 
industries, and (3) some companies that 
are unable to benefit from the “over-all” 
limitation in calculating their foreign 
tax credit. 

The situation is complex, and most 
U.S. and British companies are not 
wholly certain where they stand. Most 
express more annoyance than alarm. 

For instance, in Houston, Johnny 
Mitchell, of Christie, Mitchell, & 
Mitchell, an oil syndicate that operates 
in Canada, said, “Canada is playing like 
a typical foreign country, but not like 
a neighbor. Just like most of the other 
foreign countries, they have been in- 
viting U.S. capital up there to develop 
their resources and after they got some 
security from our investment, they want 
to kick us out.” 
¢ Clay Annoyed—Continental Can’s 
Chmn. Lucius D. Clay is particularly 
annoyed about the retroactive aspect of 
the new Canadian law. “We _ have 
kept several million dollars in Canada 
as working capital,” says Clay, “and 
now we find that the changes in the 
Canadian tax laws are retroactive—it 
doesn’t matter when you earned the 
money, the moment you trv ts repatri- 
ate it, the higher tax on repatriated 
dividends will apply to it.” Clay says 
this money has been “used up there 
by our Canadian subsidiary (wholly 
owned by Continental Can) partly to 
the benefit of Canada, and now we 
find ourselves hit by the new laws.” 

For the most part, U.S. companies 
say they are not planning any change 
in their investment programs in Canada 
or in their corporate structure there. 
Several companies, however, do empha- 
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size that they are going to restudy their 
investment plans. What particularly 
bothers them is less the immediate tax 
bite than the apparent effort of the 
Canadian government to tell them their 
moncy is not welcome in Canada any 
more. 

Says a Texas oilman: “All that it 
seems to me that they are doing is to 
reduce the incentive for anvone to want 

put his money into the Canadian 
economy. That’s especially true in the 
oil business where it takes so long for 
any kind of a payout. The American 
investors who have been up there for 
five to cight years are just now coming 
close to a break-even point. Now, it 
looks as if they would have been better 


off to put their money somewhere 
else.” 

e It's Going To Hurt, But—More 
typical, however, was the reaction of 


John R. Whitney, treasurer of Kim- 





of Neenah, 
“{t’s simply an action taken by their 
government for the benefit of their 


berly-Clark Corp. Wis.: 


country. Of course, it’s going to hurt 
us, but not badly, and we contemplate 
no changes as a result of it.” 

Some U.S. company officials are plan- 
ning moves to assuage bruised Canadian 
national pride. For instance, George 
W. Romney, president of American 
Motors, says, “We have told the Ca- 
tiadian people . that as soon as we 
reach the point where Canadians want 
to invest in American Motors, we are 
going to Ict them do so. And if they 
are interested to the point of taking 
control in Canada of our American Mo- 
tors operations, we will let them do 
that.” 

Another Detroit manufacturer says, 
“What they really want is a Canadian 
president and board of directors. It’s 
a matter of national pride.” 


Joint Ventures Under Antitrust Fire 


Government demands dissolution of company set up 


by Pennsalt, Olin Mathieson, in suit aiming at new precedent. 


The Justice Dept. for the first time 
last week used the Clayton Antitrust 
Act to attack a jointly owned company 
—Penn-Olin Chemical Co., set up about 
a year ago by Pennsalt Chemicals Corp. 
and Olin Mathieson Chemical Corp. 
The action was filed in Delaware fed- 
eral court. 

At the same time, Robert A. Bicks, 
head of the Antitrust Div., indicated 
federal trustbusters plan to look closely 
at other joint ventures to see if anti- 
competitive and monopolistic tenden- 
cies go hand-in-hand with their forma- 
tion. If the government follows this 
theory, and is upheld by the courts, the 
future of many joint ventures set up 
in recent years—particularly in the 
chemical industry—could be threatened. 
¢ Growing Popularity—Joint ventures, 
Bicks said, have become increasingly 
popular as a means to allow companies 
to pool resources without completely 
merging. 

There is no question, Bicks contin- 
ued, that Congress intended that the 
Clayton Act should halt all mergers 
and acquisitions, “regardless of form,’ 
that tend to have the anticompetitive 
effects spelled out in the law. The 
Penn-Olin complaint, he added, “high- 
lights the anticompetitive consequences 
which may flow when substantial com- 
petitors merge part of their resources 
to form a new enterprise.” 
¢ Industry Views—The chemical indus- 
try was generally doubtful that the 
Justice Dept. could make the charge 
stick. 

Olin Mathieson, itself, questioned 
the economic advisability of the govern- 


ment’s charge against Penn-Olin. “The 
formation of this new company,” Olin 
Mathicson said, “would add to the sup- 
ply of a chemical in increasing demand 
in the U.S. It would introduce an ¢efh- 
cient new producer to the field, create 
new jobs and new investment in the 
state of Kentucky, and naturally bring 
new competition into the chemical in- 


dustry.” 

Pennsalt, agreeing that the suit, if 
upheld, would have far-reaching and 
hazardous effects on the chemical i 
dustry, was equally critical of its eco- 
nomic implications. “Since the an- 
nouncement of the $6.5-million Penn- 
Olin venture,” said Pennsalt, “other 
producers of sodium chlorate, anticipat- 
ing increased competition, have an- 
nounced expansion plans and marketing 
concessions 
¢ Dissolution—Penn-Olin was formed 
last February to build and operate a 
$6.5-million sodium chlorate (and de- 
rivatives) plant in Calvert City, Ky. 
The government asks that Penn-Olin 
be dissolved; that construction and 
operation of the plant be restrained, 
and that Pennsalt and Olin Mathieson 
be restrained from entering into any 
futvre joint agreement without court 
approval 

‘The complaint specifically charges 
potential restraint in production of so- 
dium chlorate, a chemical used in pulp 
and paper bleaching and in the manu- 
facture of solid rocket propellants. 

Pennsalt is already a producer of 
sodium chlorate at a plant in Portland, 
Ore. But Olin Mathieson now is only 
a consumer of the chemical. 
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Space Program Found Wanting 


Both missile and space projects need more sense of 
urgency, says Kennedy advisory group. Jerome Wiesner, 
head of the group, is named White House adviser on science. 


The nation’s missile programs are suf- 
fering because of our preoccupation 
with the space effort—-and meanwhile 
the space effort itself isn’t doing too 
well. 

That’s the gist of a report handed to 
Pres.-elect Kennedy this week by a nine- 
man committee of scientists, which he 
set up shortly after election to investi- 
gate the whole field of rockets and 
space. On Wednesday, Kennedy named 
the group’s chairman, Dr. Jerome B. 
Wiesner of Massachusetts Institute of 
Technology, as special White House 
assistant for science and technology. 

Wiesner, 45, has been serving on 
Pres. Eisenhower's scientific advisory 
committee, which the special assistant 
heads. During World War II, he super- 
vised development of microwave radar 
at MIT; later, the instrumentation for 
the first A-bomb test at Bikini and the 
scatter communications system that 
made possible the Distant Karly Warn- 
ing (DEW) radar line. 
¢ Quick but Keen—The Wiesner re- 
port admits that there wasn’t much 
time for study. However, the commit- 
tee—all scientists or closely connected 
with the field of missiles and space— 
had the advantage of knowing the field 
thoroughly to start with. It deals out 
criticism with self-assurance. 

Long before missile programs are far 
enough developed to deter enemy at- 
tack by their readiness, says the report, 
they are “slowly being relegated to the 
category of routine management,” 
while our efforts are concentrated on 
space. ‘hat sort of management is not 
enough, the report adds. More urgency 
must be put into accelerating missile 
programs in every detail, both by spend- 
ing more money and by managing more 
competently. 

“Neither the National Aeronautics 
& Space Administration nor the frac- 
tionated military space program nor the 
long-dormant Space Council has been 
adequate to meet the challenge that the 
Soviet thrust into space has posed to 
our military security and to our position 
of leadership in the world,” the report 
declares. 

e Pointing the Finger—Specifically, the 
group criticizes: 

e The trend for each military 
service to create its own independent 
space program, resulting in duplication 
and overlapping of effort. 

¢ NASA’s insistence on doing its 
own research or allocating it to NASA- 
operated facilities. Also it’s preoccupied 
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with space projects, to the neglect of 
another of its responsibilities: that of 
research and development in aeronau- 
tics. As a result, the report says, the 
Russians and maybe the British may 
beat the U.S. to development of super- 
sonic airliners. It suggests that the 
Space Council might shift this respon- 
sibility to another agency or to private 
labs. 

e NASA’s reliance on existing 
military rockets—primarily the Atlas— 
for the man-in-space project, instead of 
considering the possibility of using other 
rockets, as the Titan, as alternate boost- 
ers. The Atlas has marginal power to do 
the job, the report says. It also criti- 
cizes the more advanced Centaur and 
Saturn booster programs for not having 
alternate approaches under develop- 
ment. It raises questions about the sci- 
entific and political feasibility of trying 





nuclear propulsion in space boosters. 

e Project Mercury (picture, be- 
low), NASA’s glamor project, for being 
publicized beyond its chances for suc- 
cess and for being far overvalued in 
comparison with other space programs. 
¢ Recommendations—The committee 
makes some general recommendations. 
One has already been answered by Ken- 
nedy’s announcement that the Space 
Council is to be reactivated under Vice- 
Pres. Johnson and put in charge of the 
whole space program. 

Other recommendations: Put all mili- 
tary space programs under single man- 
agement in the Pentagon, provide a 
“vigorous, imaginative, and technically 
competent top management” for NASA, 
review the last couple of years of expe- 
rience in the space program and rede- 
fine its objectives, and establish ma- 
chinery to administer an industry-gov- 
ernment civilian space program. 

Commercial space development, the 
group says, should be pushed on a co- 
operative basis, particularly in the field 
of communications satellites. The gov- 
ernment, through NASA or the De- 
fense Dept., should stand ready with 
physical facilities and special funds to 
promote this development. 
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High-Flying Vehicle for Chimp and Man 


Following last month’s successful 
flight of a Project Mercury test vehicle 
(shown being washed down after re- 
covery from the South Atlantic), the 
project moved into a critical series of 
experiments. Any day now, Project 
Mercury will send a chimpanzee more 
than 100 mi. high and 200 or more 
miles down the test range. Around 
March, one of the seven specially 


trained astronauts will take a similar 
ride. 

These rides in a ballistic trajectory 
will give monkey and man about 54 
min. of weightlessness, the longest such 
period that man has experienced so far. 
Most of the astronauts will have these 
high-altitude flights before one is 
selected for the ride into orbit and back 
again, scheduled for late in the year. 
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ALLEN-BRADLEY HOT MOLDED 
RESISTORS WERE SELECTED— 
BECAUSE OF THEIR 

TIME PROVEN RELIABILITY. 


U. S. TIROS SATELLITE 
developed and built by 
RCA for the NASA 





The entire wo.ld recognizes the success of the Tiros—the 
world’s first weather observation satellite. We are proud that 
the superior performance of Allen-Bradley composition fixed 
resistors contributed significantly to the more than 22,000 
television pictures of the earth’s cloud cover obtained from 
the Tiros. The highly complex electronic systems within the 
satellite and the vast array of associated ground equipment 
used strictly standard Allen-Bradley Type EB (1% watt) 
and Type GB (1 watt) composition resistors. 


Allen-Bradley fixed and variable composition resistors— 
made by A-B’s exclusive hot molding process—have never 
experienced catastrophic failure in service. Make certain of 
this same measure of reliability and superior performance in 
your electronic equipment—always insist on Allen-Bradley 
quality electronic components. For complete information, 
send for Publication 6024, today. 


ALLEN-BRADLEY 


Allen-Bradley Co., 1202 S. Third St., Milwaukee 4, Wisconsin 











Type CB 4 Watt MIL TYPE RC 07 
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Type EB 1% Watt MIL TYPE RC 20 
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Type GB 1 Watt MIL TYPE RC 32 
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Allen-Bradley hot molded composition resistors 
are available in all standard EIA and MIL resist- 
ance values and tolerances. 








Quality 


Electronic Components 


In Canada: Allen-Bradley Canada Ltd., Galt, Ont. 








Detroit’s Not Scared—Yet 


Auto production slows to a crawl, but no one expects 
a repetition of 1958's dizzy plunge. The picture is still dis- 
torted by new types of cars and the 1959 steel strike. 


Detroit is playing it safe. 

Automobile production in the first 
quarter has been slowed to a crawl. 
Some industry forecasters and_ sales 
people for the first time are conceding 
the possibility of a marked decline in 
auto sales. But no one is crying dis- 
aster in Detroit—yet. 

“We're in for a rough first quarter,” 
says one market analyst. After that, 
things should pick up and sales of do- 
mestic cars for the year could approxi- 
mate the 6,150,000 deliveries of 1960. 

You have such queer currents run- 
ning through the market that one 
economist sees nothing noteworthy 
about a drop in auto sales when the 
entire economy is slipping, while an- 
other says, ““There’s no economic law 
that requires the auto industry to have 
a recession when anyone else does.” 

As a matter of economic history, auto 
sales follow the swings in the economy, 
only more violently. For instanee, the 
last general business turndown began 
in July, 1957, and ended along about 
April, 1958. In 1958, industrial produc- 
tion dropped 7% and auto sales 22%. 
On the upswing in 1959, industrial pro- 
duction rose 13% and auto sales 29%. 
¢ Hedges—There’s no fear around 
Detroit that if auto sales do slump they 
will race downhill as fast as in 1958. 
There are several hedges against that 
—among them the Survey Research 
Center’s report on consumer confidence 
(page 22). 

So Detroit finds no cause for despair 
even in the estimate by Ward’s Auto- 
motive Reports that first-quarter pro- 
duction will be about 1,450,000. A 
vear ago, running wide open, the in- 
dustry turned out better than 2-million 
cars in the first quarter, and in the 
last quarter hit 1,737,000. Only three 
times in the past 10 years has first- 
quarter production been so slow. 

But then, never before have there 
been so many cars in dealers’ hands so 
early in the year. 


|. The State of the Market 


The domestic new-car inventory on 
Jan. 1 was a shade under 1-million. It 
has been that high since last spring. 

While sales were moving at an 
annual rate of around 7-million in 
October and December, the field stocks 
of new cars continued to climb—but 
after all, 1-million cars is not even two 
months’ supply in a 7-million-a-year 
market. ‘Then in December, _ sales 
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dropped to an annual rate of around 6- 
million. That’s the explanation for the 
major part of the production cutback. 
Detroit is sure the annual rate will 
climb again, but is taking no chances. 

New-car sales in November were 
530,000, the highest for that month 
in years. In December, sales fell to 
488,000, even though they staged a 
sharp comeback in the last 10 days of 
the month. Normally December sales 
top November’s. 
¢ Inventory Picture—What the  in- 
dustry still has to face is the historic 
trend for sales in January to be lower 
than in December. So even with the 
production lines slowed, a lot of fat 
will still be on the inventory. 

“You're trying to second-guess the 
consumer 30, 60, 90 days ahead,” says 
a Chevrolet man. “We're guessing 
every day. We're stunned by the 
Monza (the sporty Corvair model). 
There was a demand for it 90 days ago, 
but not to the degree of today.” 

What he’s talking about is one of 
the industry’s biggest unsolved (and 
perhaps insoluble) problems. With 
standard-size cars and smaller cars and 
compact cars and four-door sedans and 
two-door sedans and station wagons and 
four-cylinder engines and_ six-cylinder 
engines and eight-cylinder engines and 
standard transmissions, floor-mounted 
transmissions, two-speed automatic 
transmissions, three-speed automatic 
transmissions and a bewildering number 
of options, no dealer can stock a full 
range of his factories’ products. 

So a dealer orders what experience 
and judgment and factory market re- 
search tells him his customers will want 
—and a fellow comes in and likes every- 
thing about the car except he wants the 
upholstery trim to be blue instead of 
black. “There’s a stronger tendency 
on the part of the buyer to require more 
custom styling,” says the Chevy man. 

The result is that even today some 
car customers have to wait a month or 
more for a car exactly as they want it. 
The wait may be longer when the car is 
in great demand, such as the Corvair 
Monza, the Ford Falcon, or a station 
wagon of nearly any make. And many 
auto industry executives consequently 
wonder if inventories, instead of being 
too high, are not actually too low. 

One peculiar aspect of the inventory 
riddle shows up at American Motors. 

In the first two-thirds of December, 
sales of AMC cars were less than 2% 
ahead of December, 1959. But at the 


end of the month, American Motors - 
announced it had exceeded December, 
1959, sales by 13.8% and _ therefore 
every December buyer would get a 
U.S. bond under the “rebate” plan 


(BW—Dec.24'60,p59). Observers at 
other companies can’t understand how 
AMC dealers “delivered’”’ so many cars 
in the last 10 days of the month. In 
1960, AMC built 50,000 cars more 
than it sold, and this week joined the 
other manufacturers in cutting produc- 
tion “to adjust inventories.” People in 
other companies wonder: How can in- 
ventories be too high if sales are so 
good? 


Il. How They‘re Doing 


The true shape of the auto market 
is still distorted by the same factors that 
were present a year ago: new types of 
cars and the 1959 steel strike. The 
latter not only occasioned that enor 
mous first-quarter production a year ago, 
it helped kick up first-quarter sales, too. 
And it was responsible for another, 
more subtle effect. 

No fix on the character of the market 
could be taken until all makes of cars 
were in good supply last spring. By 
that time, excess inventories of some 
makes already were in the pipeline. This 
year, of course, all cars are in good 
supply. So you can begin to see how 
the market for some makes shapes up. 

For example, take December sales, 
most of which presumably were of 1961 
models. Chevrolet still was far out in 
front, as it was for the year. Ford sold 
fewer cars than in December, 1959. 
Chrysler wound up the year with sales 
of 925,620 cars, a fat gain over 224,054 
in 1959—but the corporation was still in 
grim shape. Its sales were only 15% of 
the market for domestic cars. 

American Motors, on the strength of 
its startling comeback in the final part 
of the month, had its best December 
and best year. With total sales of 
434,700, it barely missed beating out 
Plymouth for third place. Studebaker 
Packard dropped from 136,000 in 1959 
to 105,000 in 1960. 
¢ How Much Demand—There’s no an- 
swer yet to one of the most important 
questions about the 1961 auto market: 
Is there a demand for cars of the Buick 
Special, Oldsmobile F-85, Pontiac Tem- 
pest class? The reason there is no am 
swer is because of the hash the 1959 
steel strike made of sales statistics. 

Some General Motors sales people 
have the impression that the smaller 
cars are not moving as well as hoped. 
Through December, Tempest sales were 
15,993; Special, 17,548; and F-85, 19, 
753. Because their cars are nonpareils, 
the GM salesmen think there is still a 
great educational job to be done be- 
fore anyone can say the cars have had 
a fair run. 
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Callitroga hominivorax...an impressive name for 
a vicious killer. Three times as large as a housefly, 
it no longer costs millions of dollars in the South- 
east, thanks to atomic radiation and the unique 
properties of Nickel Stainless Steel. 


Atoms clobber a *20-million-a-year pest 


How Nickel Stainless Steel helped 
fight costly cattle menace 


A few small flies can kill a full-grown 
steer in ten days. 

They call this killer Callitroga homi- 
nivorax, or screwworm fly. It used to 
cost Southeast cattlemen 20 million dol- 
lars a year. 


Thanks to a peaceful use of atomic 
energy, the U.S. Department of Agri- 
culture reports that Callitroga homini- 
vorax was completely eradicated within 
seventeen months. This achievement 
may mark a new precedent in modern 
methods of pest elimination. Over two 
billion laboratory-raised male flies were 
sterilized by atomic radiation and then 
teleased. Because the females then laid 
sterile eggs, the screwworm fly popula- 
tion was destroyed. 

Sterilization was accomplished by 
exposing males to gamma radiation 
from Cobalt 60 within a lead-shielded 
cask of Nickel Stainless Steel. 

Nickel Stainless Steel was chosen 
by the designers, Knapp Mills Inc., for 





several reasons. It gives strength and 
rigidity to the cask’s interior for greater 
handling safety. It stands up to the nitric 
acid solution used for radioactive de- 
contamination — a cleaning process that 
plays havoc with less corrosion-resisting 
metals. And its sanitary, attractive 
appearance adds sales appeal to any 
product. 
Are you in the atomic energy field 
.. or any field where you need a 
metal with a combination of superior 
properties? Consider the advantages of 
Nickel or one of its alloys when plan- 
ning the construction of your equipment. 
Help with any metals problem is avail- 
able from Inco. Just call or write us. 


THE INTERNATIONAL NICKEL COMPANY, INC. 
67 Wall Street Ameo, New York 5, N.Y. 





The Irradiator, nemesis of screwworm flies, is 
fabricated of Nicrolum*—a Nickel Stainless 
Steel to which lead has been metallurgically 
bonded. Six of these machines brought the 
fly menace under control. 


*T.M. of the designer-manufacturer, Knapp Mills, 
Inc., Long Island City, N. Y. 


INCO NICKEL 


NICKEL MAKES ALLOYS PERFORM BETTER LONGER 





In Business 


Coal Mines’ $10-Million Suit Accuses 
John L. Lewis, Eaton, TVA Aide, Railroad 


Twenty small coal producers around Chattanooga last 
week slapped a $10-million antitrust damage suit on 
John L. Lewis and two other trustees of the United Mine 
Workers’ Welfare & Retirement Fund, ‘TVA’s manager 
of power, the Louisville & Nashville RR, and Cyrus 
Eaton, chairman of the West Kentucky Coal Co., Inc. 
The suit charges a conspiracy to contro] production and 
prices of coal in the southern Appalachians. 

The suit charges that the defendants conspired to 
enable mines in Western Kentucky, including Eaton’s, 
to undersell the Tennessee producers in supplying TVA. 

Specifically, UMW is accused of using welfare funds 
to mechanize Kentucky mines to a point where the small 
Tennessee mines could not compete in price. The L&N 
is accused of cutting freight rates on coal hauled from 
Kentucky to the TVA area. 

The railroad has denied the charge. And TVA’s 
manager of power, G. O. Wessenauer, says “We have 
to buy at the lowest bid price. We can’t see how that 
is restraint of trade.” 


Beefed Up Electras Returning to Air 
Complete With Right to Fly Top Speed 


Lockheed Electras, complete with strengthened wings 
and a Federal Aviation Agency certificate permitting 
flights at full speed, are now returning to the nation’s 
airways. So far, however, the airlines getting the modi- 
fied planes have not taken advantage of the relaxation 
nor do they intend to until most or all of their Electras 
have been modified. 

Following two crashes blamed on wings breaking off, 
the FAA ordered all Electras to reduce their cruising 
speed from over 400 mph. to 258 mph. At the slower 
speed, the harmonic vibrations, said to have been a 
partial cause of the fractures, theoretically could not 
occur. 

e e e 


Westinghouse Aide Drops Not Guilty Plea; 
Electric Equipment Antitrust Trial Off 


The electrical equipment industry will not have to 
face a federal court airing of antitrust charges against 29 
companies and 53 of their employers. The last possi- 
bility of a trial on these charges died last week when 
W. C. Rowland, a vice-president of Westinghouse Elec- 
tric Corp., changed his plea on charges of rigging bids 
and fixing prices on generators and turbines from not 
guilty to nolo contendere—no contest. Rowland’s trial 
was to have started this week. 
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The industry was most anxious to avoid a trial of the: 
messy antitrust charges, fearing that further publicity 
might affect their sales of consumer goods. Several of 
the companies, including General Electric Co. and 
Westinghouse, are trying to settle damage claims of their 
customers out of court. 


Freight Movement in New York Harbor 


Tied Up by Strike of Crewmen 


Movement of freight in New York harbor faced paraly- 
sis at midweek in a walkout of some 660 workers who 
man ferries, tugs, and other harbor craft owned by II 
railroads. The dispute centered on the required nun- 
ber of crewmen. 

Truck drivers and freight handlers promptly refused 
to cross picket lines set up by the, crewmen, and long. 
shoremen were expected to follow suit. 

The first effect was to stall freight on the New Jersey 
side of the Hudson River. Bridges and tunnels were 
jammed as 30,000 Jersey rail-and-ferry commuters sought 
alternate routes into New York City. 


Business Briefs 


The U.S. should start a rush program to have in the 
air by 1968-70 a 2,000-mph. airliner that would cut the 
air time between major cities by nearly a third. ‘That's 
the recommendation of FAA administrator Elwood R. 
Quesada, who says such a plane is technically feasible, 
though not all the problems have been solved. Quesada 
estimated the development costs at $500-million. The 
aviation industry, a House subcommittee, and a Ken- 
nedy advisory group (page 28) have already urged a simi- 
lar program. 


Investigators for the Atomic Energy Commission have 
about concluded that the nation’s first fatal reactor acci- 
dent was caused by a nuclear excursion—the technical 
word for a too-fast buildup of the reaction. At first, 
they had thought the experimental reactor at AEC’s 
Arco (Idaho) testing station had been wrecked by a 
chemical blast (BW—Jan.7’61,p28). Investigation proved 
other causes were responsible. 


The Prudential Insurance Co. of America, second 
largest in the U.S., this week named Louis R. Menagh, 
Jr., 68, to succeed Carrol M. Shanks, 62, as president. 
Shanks abruptly ended his 15-year tenure as president 
in a wrangle over conflict of interest (BW —Dec.31’60,p 
28). Menagh’s first official act was to urge creation of a 
committee to see “if our by-laws need to be tightened on 
conflict of interest.” 


A “fresh look” for the federal regulatory agencies 
seemed in store this week when Pres.-elect Kennedy 
picked a young Chicago lawyer with no experience in 
the broadcasting industry as Chairman of the Federal 
Communications Commission. The new chairman is 
Newton Minow, 34, a member of Adlai Stevenson’s law 
firm. 
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SERVICE 


A quick showdown on a temporary tax cut looms for Pres.-elect Kennedy. 


Extreme and continuing softness in business may force his hand within 
the next month or two, if he accepts the advice of his economic task force 
(page 19). Unemployment is rising to a point where the AFL-CIO will 
increase its clamor for a cut favoring low-income brackets. 


Even without a deepening recession, other Keanecy advisers push for 
tax reform. A special task force on tax policy recommends a long list of 
changes—cuts for some, increases for others (page 20). 


Henry H. (Joe) Fowler will be Kennedy’s key 1man on taxes. Fowler’s 
selection this week as Under Secretary of the Treasury rounds out the new 
Treasury team at the top: C. Douglas Dillon as Secretary, Fowler for tax 
policy, and Robert V. Roosa for debt management. 


The team stacks up as more conse: vative than would have been expected 
from Kennedy’s early campaign speeches. 


Fowler, a 52-year-old attorney who lives in Virginia and practices in 
Washington, is the only one who qualifies as the standard Democratic liberal 
and he is numbered among the moderates in the party. He was a moving 
spirit in the Democratic National Advisory Council that spearheaded liberal 
thinking for the party during the Eisenhower Administration. 


He’s a student of tax matters but is not known as a specialist in the field. 
He’s a member of two important commissions that have been studying 
money, credit, and tax problems—the National Committee on Money & 
Credit and the Government Finance Committee of the Brookings Institu- 
tion, which is watching over a five-year study of taxation. 

Fowler was a member of the Kennedy task foree on the recession that 
recommended a temporary tax cut if the recession worsens. He’s also 
familiar with the findings of the task force on taxes, and the pitch it makes 
for a more liberal depreciation policy. The task force recommends a deduc- 
tion from taxes for companies that increase spending for new plant and 
equipment, for example. This type of device appeals to I‘owler as a way to 
speed up economic growth. 


Kennedy’s visit this week with Pres. Eisenhower’s Treasury chief has 
been misinterpreted. 

It was not a meeting to discuss high policy or transition problems. Space 
exploration was not mentioned, as widely reported. 

For an hour and 20 minutes, Kennedy, Vice-Pres-elect Lyndon B. 
Johnson, and Sen. Robert S. Kerr, second ranking Democra‘ on the Finance 


Committee, asked Treasury Secy. Robert B. Anderson about the outflow of 
gold. It was a straight question-and-answer session, wit! Anderson in the 


role of tutor. 


The meeting was requested by Kennedy on the advice of Johnson and 
Kerr, who had previously heard Anderson on gold. Both are warm admirers 
of the outgoing Secretary. 


The cost of the New Frontier is emerging: Over $23-billion and going up. 
Kennedy’s task force reports give the broad outl:nes. 
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The reports are prepared separately by special pleaders—experts who 
want to see their own specialties advanced. The authors are mostly profes- 
sors, technicians, and intellectually inclined public officials. Kennedy told 
them to think big. They do. 


The effect is to supply Kennedy with a national goals study of his own 
to lay alongside the study prepared by Eisenhower’s National Goals Com- 
mission last year (BW—Dec.3’60,p28). The two projects—Eisenhower’s care- 
fully prepared over two years, Kennedy’s thrown together in a few weeks— 
come to generally similar conclusions about what the country needs. 


Kennedy’s education group wants $9.4-billion spent over four years. 
Aid would range from kindergarten to advanced research and include both 
construction and salaries. 


The bill for housing and city improvement hits $7-billion or so, including 
a chunk for better commuting. 


A liberalized Social Security program, with retirement for men at 62, 
and medical care for the aged, would cost a billion or so. The foreign aid 
group is expected to request $5-billion a year, double the current level. 


Kennedy is committed to only one report in detail—a relatively modest 
$392-million for depressed areas, $117-million of this the first year. As addi- 
tional reports pile in—on subjects ranging from space to natural resources— 
Kennedy stresses they are advisory only. 


Spending will rise under Kennedy beginning in a few months. But in 
his first full fiscal year in office (beginning next July 1) he will hardly increase 
actual outlays by $3-billion over what Eisenhower will propose for the same 
period. And most of this will be labeled anti-recession. 


This won’t be nearly enough to keep the New Frontiersmen happy. 
When Kennedy begins to pick and choose among the long-range proposals, 
he’ll stir up storms of criticism from many of the experts now happily writing 
task force reports. 


Republicans will make another try at the big city vote, reversing one 
of Richard M. Nixon’s basic decisions in the campaign last year. Nixon 
decided early his best hopes lay outside metropolitan areas, in contrast to 
Eisenhower who always campaigned hard, and did well, in the cities. 


Ray Bliss of Ohio heads new drive for the city voter. Bliss, considered 
a top organizer in the party, delivered Ohio for Nixon when other big indus- 
trial states were voting for Kennedy. Bliss will gear up a nationwide organ- 
izational drive to try and win Congressional seats in 1962. 


There are rumblings of sectional strife as the GOP looks ahead. House 
Leader Charles A. Halleck of Indiana and Senate Leader Everett Dirksen 
of Illinois are going to speak for the Midwestern wing. Halleck will not even 
acknowledge Nixon as the party’s national spokesman. 

Different voices will be heard from New York and New Jersey. New 


York Gov. Nelson A. Rockefeller is going ahead with programs to give the 
party in that state a more liberal character than Halleck and Dirksen favor. 


. In New Jersey, Sen. Clifford P. Case has asked James P. Mitchell, Eisen- 


hower’s Secretary of Labor, to run for governor this year and is lining up 
support of county leaders. Mitchell would make a candidate of the Rocke- 
feller-Case stamp. If he wins the governorship, it will give GOP liberals 
another bastion from which to operate in the 1964 Presidential maneuvering. 
Gontents copyrighted under the general copyright on the Jan. 14, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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What is distinctive about 


METRECAL 


the new concept for weight control? 


Metrecal, the original brand of dietary for weight control, belps -you lose weight safely, 


without resorting to complicated diets or complex calorie counting. Developed to meet 


exacting medical standards, Metrecal is supported by long-term clinical validation. 


Metrecal was introduced a little more 
than a year ago. Its aim: to provide a 
judicious method of weight control, in- 
corporating sound nutrition, appetite 
satisfaction, and convenience. Our con- 
tinuing admonition: consult your physi- 
cian concerning the problems of weight 
control, 

Metrecal is a scientifically balanced 
food that makes possible accurate con- 
trol of caloric intake while providing all 
the known essential nutrients required 
for a sound reducing program; and 
Metrecal contains no drugs or appetite 
depressants. 

Metrecal has the flexibility to meet 
the needs of the individual user. For 
rapid weight loss, Metrecal may be used as 
the total 900-calorie daily diet. Metrecal 
is a most useful aid in the long-range 
maintenance of desirable weight, as part 
of a well-balanced diet. ‘To iose weight 
more gradually, or to maintain a desired 
weight, the amount of Metrecal used may 
be increased, it may be used for one or 
two meals a day, or as the total diet on 
selected days. 


Why Metrecal is distinctive 


Many factors set Metrecal apart. These 
include: 


The new concept—The measured calories 
of Metrecal provide for the first time in 
one product a complete formulation de- 
signed expressly for weight reduction. 
Hence, Metrecal supplies: the means to 
achieve effective weight loss through 
accurate control of caloric intake on a 
program that is nutritionally sound, ap- 
petite satisfying, and convenient. 


Clinical validation—Before Metrecal was 
introduced, its effectiveness was proved 
in extensive, long-term clinical studies, 
all conducted under strict medical super- 
vision. Continuing studies are providing 


Tune in each Sunday evening for “WINSTON CHURCHILL: 
The Valiant Years,’”’ presented by Edward Dalton Co., on ABC television- 


ever-increasing evidence of the value and 
versatility of Metrecal. 


Quality of product—The ingredients of 
Metrecal are meticulously chosen and 
manufactured to exacting pharmaceu- 
tical standards. Metrecal powder, for 
example, is subjected to a total of 396 
separate quality control tests. 


Range of choice—Metrecal is available 
nationally in both powder and liquid 
form, in a selection of sizes and flavors 
tailored to the needs of your taste, 
method of use, and purse. 


What Metrecal can do 


Overweight persons lose weight through 
the use of Metrecal simply because they 
take in fewer calories than are required 
to maintain weight. Most important: 
they lose weight safely without resorting 
to complicated schedules or complex 
calorie counting. Users of Metrecal are 
remarkably free from hunger. ‘The appe- 
tite is satisfied. 

Clinical studies under the careful 
supervision of physicians have shown 
that at the 900-calorie level, the use of 
Metrecal resulted in highly satisfactory 
weight loss. 


What Metrecal cannot do 
Metrecal is not a miracle cure for over- 


WVetrecal 


POWDER 
ETARY FOR 
SHT CONTR 





weight. For example, it cannot provide 
the necessary will power for weight re- 
duction and maintenance. However, it is 
not difficult to stay on such a diet with 
Metreca! since little, if any, hunger oc- 
curs after the first day or two. 


How Metrecal is available 


Metrecal is available nationally both as 
a liquid and as a powder. The liquid is 
in handy eight-ounce cans, ready to 
drink. Each can of liquid provides an 
individual 225-calorie meal. 

The powder is in 14-pound cans and 
economy-size 314-pound cans. One-half 
pound of powder, when mixed with 
water, provides the total daily diet in the 
900-calorie program. 

Metrecal comes in a variety of deli- 
cious fiavors: chocolate, vanilla, butter- 
scotch, and the new orange. 


The importance of the physician 
in problems of weight control 


Individuals who are grossly overweight, 
those intending to diet for a long period 
of time, persons with diseases of the 
heart, bloou vessels or kidneys, and per- 
sons with other medical disturbances 
such as diabetes or liver disease, should 
always have their physician’s approval 
before undertaking a weight-reducing 
program. 

Indeed, it is wise for any persor con- 
templating weight reduction to consult 
his physician. 


| 


Quality products from nutritional research 


This name and symbol identify a newly created 
Division of Mead Johnson & Company, established 
to develov and market medically validated special 
purpose nutritional products. 





Edward Dalton Co. 


A DIVISION OF 


MEAD JOHNSON & COMPANY 














[he Ford Foundation, founded by 
Edsel Ford in 1936 as a purely local 
philanthropy, gave away about $36- 
million in its first 15 years—most of it 
to Detroit causes and to Henry Ford’s 
pet projects, the Henry Ford Museum 
and Greenfield Viilage. 

In the past decade, after receiving 


90% of the stock of the Ford Motor 
Co. from the estates of Henry and 
Edsel Ford, the Foundation — has 


emerged as the colossus of philanthropic 
organizations, dwarfing even the Rocke- 
feller Foundation and the Carnegie 
Corp., the pioneers of large-scale giving. 

This weck, in the Ford Foundation’s 
annual report for 1960, Henry T. Heald 


(cover and above), is president, reviews 
its 10 vears as a national institution. 
Heald notes that since 1950, it has 
made grants of over $1.3-billion in 


pursuit of its ambitious objective of 
advancing human welfare. This has 
meant dipping into capital for almost 
$400-million, but the Foundation can 
stand the loss—as of last Sept. 30, the 
end of its fiscal year, net worth was 
$2-billion as figured by the Foundation, 
and over $2.5-billion if its investments 
were reckoned at market values. 
While the practice of spending more 


38 Finance 


FORD FOUNDATION grants get frequent discussion by top offi- 
cials (left to right) Dyke Brown, in charge of public affairs pro- 


Even Giving Takes Neat Financia 





* 


* 


than current earnings is fatal to most 
businesses, it has become a_ standard 
foundation policy. Under the tax- 
exempt privilege that has encouraged 
the setting up of foundations, any 
“unreasonable” accumulation of income 
is frowned upon. So the Ford Founda- 
tion usually makes a point of spending 
at least as much as it earns. In fiscal 
1960, for example, it had net income of 
$122.4-million, and made grants of 
$163-million, for a deficit of over $40- 
million. But this is only a small bite 
out of its capital. 


|. The Business of Giving 


It is clear that philanthropic activity 
of Ford’s magnitude is just as compli- 
cated as running a big business. True, 
Ford is not under pressure to show 
profits, but this does not mean that it 
can operate without regard for sound 
business practices. Over the last 10 
vears, the Foundation has in fact de- 
veloped a new breed, the professional 
philanthropoid—in the term coined by 
Dwight Macdonald in his book about 
the foundations—a breed with the spe- 
cialist’s knowhow required for the busi- 
ness of big giving. 





gram; F. F. Hill, international development, Pres. Henry T. Heald, 
and Joseph M. McDaniel, Jr., secretary. 


Ford’s philanthropoids are, in effect, 
middlemen. They act as “wholesale” 
brokers between the Foundation’s trus- 
tees, representing its monev, and _ the 


recipients, mostly other nonprofit §in- 


stitutions that, in turn, are “retailers” 
to groups or individuals. 

¢ Trustees’ Role—f'ord’s 14-man board 
of trustees plays a major role in guiding 
the Foundation. It is responsible for 
setting over-all policy, and a majority 
must agree before a grant is made. 
Ford, unlike other foundations, offers 
trustees $5,000 a year. 

The Ford trustees are an imposing- 
and well-rounded—group. They include 
businessmen (Henry Ford II, Benson 
Ford, James B. Black, chairman of 
Pacific Gas & Electric Co.), educators 
(Julius A. Stratton, president of Masse 
chusetts Institute of Techuology, Law- 
rence M. Gould of Minnesota’s Carle- 
ton College), publishers (John Cowles, 
Mark Ethridge), a federal judge 
(Charles E. Wyzanski, Jr.). Chairman 
is John J. McCloy, former head of the 
Chase Manhattan Bank and now d- 
rector of a new disarmament agency in 
the incoming Kennedy Administration. 
The newest member is Eugene R. Black, 
president of the World Bank. The d 
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versity of interests that the trustees 
represent helps to explain the Founda- 
tion’s variety of grants. 

¢ Who Has Benefited—In the past 10 
vears the trustees have approved grants 
in six major areas of activity: 

e Education—$533-million, with 
$260-million going in a one-shot grant 
to 630 private universities and colleges 
to increase faculty salaries. 

¢ Economics and Business—$71.5- 
million, with the bulk ticketed for eco 
nomic research, including support of 
such projects as the National Commis- 
sion on Money & Credit. 

e Public Affairs—$68-million, in- 
cluding $14.8-million to establish the 
independent Fund for the Republic, 
one of the Ford Foundation’s most con- 
troversial grants. 

e International — $258.9 - million, 
most of it for setting up what amounts 
to a private technical assistance pro- 
gram to help underdeveloped nations. 

¢ Arts and Sciences—$97.9-million, 
including $38.4-million for research in 
mental health and the behavioral sci- 
ences, programs that are no longer be- 
ing supported. 

¢ Hospitals and Medical Schools— 
$295.7-million, with $200-million to the 
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nation’s 3,254 private hospitals for ex- 
pansion and improvement of their serv- 
ices, and $95.7-million to the nation’s 
44 medical schools to improve their edu- 
cational facilities. 

e Appraisal—There is no sure way of 
knowing whether the Ford Foundation 
spent its funds wisely. There have been 
a few cases of abuse and extravagancy, 
which are hard to pin on the Founda- 
tion, partly because it follows a hands- 
off policy once it has made a grant, 
partly because it is not always possible 
to determine, in advance, the cost of a 
project. The Foundation usually ex- 
plores an area before investing in it, so 
that pure waste is probably less than 
in most business organizations, which 
often feel forced by competition to leap 
before they look. 

But just how much good the Foun- 
dation has done is difficult to assess. 
Heald, a quiet-spoken, conscientious 
man who headed New York University 
before coming to Ford in 1956, likes 
to think the Foundation is making a 
“strategic impact.” 

But many of Ford’s potpourri of proj- 
ects, he points out, are long-term, and 
cannot vet be definitely evaluated. Some 
have made useful, though hardly essen- 
tial, contributions. Others, like the 
huge grants for faculty salaries and hos- 
pitals, are meritorious, but Heald 
acknowledges that the money might 
have been spent better elsewhere. He 
savs, ““We have to depend on the col- 
lective judgment of the staff and the 
trustees, and hope that we are doing 
the right thing.” 


ll. The Genus Philanthropoid 


Heald and his fellow philanthropoids 
resent the notion that they are free and 
easy givers of largesse, describe them- 
selves as “realistic” and “hard-boiled.” 
Ford’s venture into the behavioral sci- 
ence area, for example, was closed out 
because “it had reached the point of 
diminishing returns.” In Heald’s view, 
existing projects should not be sup 
ported simply because the Foundatior 
has a stake in them. 
¢ Men and Money—After a decade of 
large-scale giving, the philanthropoids 
at Ford no longer feel that they are 
saving the world from destruction. But 
they do have a sense of dedication about 
their work. They are not awed by the 
funds they have to work with; indeed, 
they look on the money with a sort of 
detachment. But their gaze is not en 
tirely impersonal, for the size of the 
funds gives them an influence in the 
universities and other idea centers. 

This is not to minimize their quali- 
ties; many philanthropoids are recog- 
nized as experts in their own_ par- 
ticular field. But their real talent lies in 
performing a catalytic function—in rec- 
ognizing an idea as valid, and marrying 


tnoney to people who can carry it out. 
¢ Motivations—The typical philanthro- 
»0id has had previous experience in 
governmicnt or a university, often both. 

But the Foundation itself has proved 
its own best training ground. For many 
projects are generated by the staff itself. 

This special training has developed in 
the philanthropoids a more professional 
outlook and their own specialist’s jar- 
gon. A project is “mounted,” for ex- 
imple (instead of the layman’s “sup- 
ported”), or it has “leverage,” which 
means other groups may be providing 
funds. 

The philanthropoids are well paid— 
salaries run much higher than in govern- 
nent or the universities—and work in 
pleasant surroundings. But their work 
is largely anonymous, so that dedication 
stems from the feeling that what they 
are doing has an influence, direct or in- 
direct, on world problems. 

Some philanthropoids are cynical and 
blase, adept at getting funds for their 
projects just because they know the 
ropes so well. But they are exceptions. 
For the most part, the true philanthro- 
poid exhibits an earnestness and 
enthusiasm that is the stamp of a do- 
gooder—but a do-gooder with a differ- 
ence. As one puts it, “We now know 
that most of the grants we make won’t 
be earth-shaking. But they may have 
some value, and that’s more than you 
can say for a lot of things.” 


Ill. Changing Goals 


The maturing of the philanthropoids 
shows up in the changing nature of 
their projects. In the early days, they 
were all for the lofty and all-embracing 
schemes that promised big changes. 
Today, they see virtue, in the small 
project with limited objectives—a 
scholarship program, say, for North 
African students in Europe. 

The business of giving used to be 
much simpler, however. When Car- 
negie and Rockefeller first went into 
large-scale philanthropy, there were 
many virgin areas where a relatively 
small amount of money used as risk 
capital could produce significant results. 
Rockefeller’s efforts in medicine, and 
Carnegie’s in education, paid off. 

e Diversification—Today, the federal 
government is a much bigger source of 
funds for basic research than all the 
foundations combined. And it is active 
in other fields—medicine, education, so- 
cial reform—that were once largely de- 
pendent on philanthropic patronage. 
The foundations still can plan a signifi- 
cant role, but they have to hunt harder 
for critical areas. As a result, Ford 
has a thoroughly diversified program 
that brings it into competition with 
other foundations and suggests that it 
is trying to cover every conceivable bet. 
Given its enormous resources, this 
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policy has a chance of working. For the 
Ford Foundation can afford to support 
a multitude of projects, big and small. 
It cannot, of course, aid all the projects 
that come its way (it rules out charita- 
ble requests and most building projects), 
and must devote a great deal of its ex- 
pertise to deciding just which proposals 
are most promising. 

e Three Eras—When the settlement of 
the Fords’ estates flooded it with funds, 
the trustees sponsored a study under 
Rowan Gaither, to guide its operations. 
Gaither’s study suggested five critical 
problem areas—the promotion of world 
peace, education, democratic institu- 
tions, economics, and social relations— 
and is still the bible, and the blueprint, 
for Foundation activities. 

But in the last 10 vears there have 
been three distinct shifts in emphasis, 
cach associated with a different presi- 
dent. The first, Paul G. Hoffman, who 
served during the Korean War, stressed 
peace as the primary goal and operated, 
according to one official, “‘as if we had 
only two weeks to save the world.” 

e Unorthodox—Hoffman was a firm be- 
liever that a foundation should pioneer, 
and he encouraged a host of unorthodox 
—and controversial—projects. His chief 
aide, Robert M. Hutchins, former head 
of the University of Chicago, who made 
a profession of being an articulate icono- 
clast, was instrumental in setting up a 
series of subsidiaries, including the 
Fund for the Advancement of E:duca- 
tion (to support “new and experimental 
programs’’), the Fund for Adult Educa- 


tion, and the Fund for the Republic (to 
study “‘the entire field of freedom and 
civil rights . . .”). 

There is no doubt that some mistakes 

were made. For the most part, they 
couldn’t be helped. ‘The Foundation 
had to make big grants quickly, without 
a staff adequately trained in giving. 
But, the support of controversial pro- 
grams, at a time when McCarthyism 
was in vogue, made the Foundation a 
target of criticism, which embarrassed 
both its trustees and the Ford Motor 
Co. 
e Gargantuan—In 1953, Hoffman te- 
signed in favor of Gaither who, obvi- 
ously reacting to his predecessor’s policy, 
steered the Foundation on to more con- 
ventional paths. It also began to reflect 
much more the influence of the trus- 
tees. 

It was under Gaither in 1955 that the 
Foundation made history with its big 
one-shot gifts of $500-million for 
faculty salaries, hospitals, and medical 
schools. This was philanthropy on a 
gargantuan scale-and was _ responsible 
for the first public sales of Ford stock— 
but size aside, it was philanthropy of 


the most conventional type, praise- 
worthy but hardly pioneering. 
¢ Stable—In 1956, Heald replaced 


Gaither (who remains a Ford trustee), 
and the Foundation took on a new look, 
more venturesome than under Gaither 
but more conservative—and circumspéct 
—than under Hoffman. Heald has 
stressed education, but also has stepped 
up international operations and a _ pro- 
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gram for the arts. He does not believe 
in making grants for the sake of creating 
controversy; instead, he seeks worth- 
while projects, whether or not they are 
controversial. He explains that “We are 
in business, and have the means to do 
things no one else can do, and that’s 
what we're after.” 

In a sense, the Ford Foundation has 

now found itself—after considerable 
trial and error. 
e Setup—As it’s now set up, Ford 
makes use of outside experts to help it 
assess its programs, but major responsi- 
bility rests with its staff. 

Each of Ford’s five main program 
areas is headed by a vice-president, 
charged with establishing projects, and 
a budget, for his province. Heald places 
great emphasis on flexibility in prepar- 
ing the over-all budget, providing a 
specific amount to each program for 
maintaining permanent projects, but en- 
couraging his staff to compete for the 
rest. (The Foundation has just named 
James Nicely, formerly a senior vice- 
president of the First National City 
Bank of New York, as a vice-president 
and treasurer with responsibility for 
finances and a say in programs.) 

The over-all budget expenditures are 
geared to projected income, but the 
Foundation is always prepared to eat 
into capital. As Heald sees it, “If we 
are convinced there’s a need, we'll get 
up the funds.” 


IV. Academic Ties 


A major portion of Ford’s grants, 
whether large or relatively small, goes 
to universities and other nonprofit in- 
stitutions. From Ford’s viewpoint, they 
are natural recipients. For one thing, a 
university is a responsible body, which 
means that there is little risk of waste 
or misuse of grants—and no need for 
foundation supervision that could be 
resented as interference. For another, 
it has the trained people. 

But the strong dependence on aca- 
demia may result in mediocrity or boon- 
doggling. A university, for example, 
finds it generally easier to get a big 
grant than a small one, and this tends 
to put a premium on the grandiose proj- 
ect, involving a big group of people in a 
lot of questionable research. 

Heald denies the frequently made 
charge that the Foundation is so strong 
in its support of academia because this 
is the safest and soundest area for 
philanthropic venture capital. Yet the 
fact remains that there is a surprising 
scarcity of public criticism of founda- 
tions by academics, who normally have 
a highly developed critical faculty. 
There is, of course, plenty of sniping in 
private, but the ever-present possibility 
of acquiring a grant seems to have had 
an inhibiting impact in public. 
¢ Complaints—F ord follows a policy of 


full public disclosures that invites criti- 
cism. But attacks on foundations have 
come mostly from political extremes 
—and from disgruntled and _ disap- 
pointed applicants—and these have died 
down in recent years. The most com- 
mon complaint now is that Ford does 
not help individuals, and Heald freely 
admits that “we are not equipped for 
rgd 

The Foundation is more defensive 
when charged with failure to find and 
encourage fresh thinking outside of 
the universities, and with timidity in 
operating on the frontiers of knowledge 
—or as an avant-garde problem solver. 
It did not tackle the problem of urban 
blight until after this had exploded 
as a public issue, for example. It has 
been at work in Asia ever since Hoft- 
man’s era, but it has been slow to get 
into Africa or South America. 

The explanation is that Ford’s funds, 
while huge, are not limitless, and can- 
not meet every demand. 


V. Portfolio Problems 


While the Ford Foundation has over 
four times the assets of the Rockefeller 
Foundation, the nation’s second largest, 
its resources do not fit Macdonald’s 
description of “a large body of money 
completely surrounded by people who 
want some.” The Foundation’s largest 
asset is its 31.9-million shares of Ford 
Motor Co. non-voting class A stock. 
The Foundation has sold 14.2-million 
of its Ford shares—raising over $750- 
million. But Ford stock still represents 
the major portion of its assets. 

Thus, the Foundation suffers from 
having most of its wealth tied to the 
vagaries of the automobile market. Ford 
has had an erratic dividend record— 
1958, $2.20 a share; 1959, $2; 1960, 
$3.15. And until the first big sale of 
Ford stock in 1956, which brought in 
$642-million, the Foundation was _ ex- 
tremely illiquid. 
¢ Special Problems—According to Wil- 
liam R. Biggs, a vice-president of the 
Bank of New York and an expert in 
institutional investment who acts as 
consultant to the Foundation, its port- 
folio—in size and composition—has 
posed problems that no other fund has 
faced. As he sees it, the heavy Ford 
holding dictated a high degree of li- 
quidity in the remaining portion. He 
explains: “The Foundation’s other in- 
vestments were small in relation to 
either its income or its grants, so they 
had to be in a form that the trustees 
could use.” 

When the first public sale in 1956 
was announced, Wall Street feared that 
the reinvestment of the proceeds would 
be an unsettling process. But the Foun- 
dation quietly persuaded a number of 
banks to purchase securities—mostly 
governments—before the actual sale of 
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stock, promising to take them over . 
when the money came in. It was about 
90% invested when it got its funds, so 
it was earning income from the start— 
without disturbing the market. 

At first, Ford’s other investments 

were entirely in fixed-income obliga- 
tions, largely short-term governments. 
This served to provide both liquidity 
and income. Now the portfolio is be- 
coming considerably more diversified. In 
1958, the Foundation began buying 
common stocks, concentrating on utili- 
ties and consumer goods issues that off- 
set its big cyclical holding. Last year, 
it started negotiating special placements, 
which provide better yields than it can 
get in the open market. 
e Managers—T'o manage the portfolio, 
the trustees have installed a small group 
of professional analysts who “pick Wall 
Street’s brains.” Investment _ policy 
is made by the trustees’ finance com- 
mittee, now headed by Eugene Black. 
The committee also makes the decisions 
on sales of Ford stock, and the prospect 
is that they will continue paring down 
their big holdings on a fairly regular 
basis. And now that the liquidity objec- 
tives have been met, an increasing 
amount will go into common stocks. 


VI. Scatteration 


Heald does not foresee any major 
outlays that would force the sale of a 
big block of Ford stock. But as stock 
is sold, the Foundation will be in a 
better position to increase its annual 
grants. It should be gaining more 
income; and greater diversification 
should permit greater freedom in grant 
making. 

This suggests that Ford’s trustees 
may be forced to blaze fresh trails. 
But this will not be easy. For despite 
the expertise the Foundation now com- 
mands, it suffers from ‘“‘scatteration”— 
a term coined by the Rev. Dr. Frederick 
T. Gates,’ who prodded John D. 
Rockefeller, Sr., into philanthropy, to 
describe the fault of putting too little 
money into too many projects. Ford 
has not spread itself thin by being 
stingv—it provides large amounts for 
its various projects. But the $210- 
million it parceled out for faculty 
salaries is an example of scatteration. 

Heald acknowledges that some degree 
of scatteration in variety, if not in the 
size of grants, is inevitable. But he is 
working hard on a rifle rather than a 
shotgun approach. Last year, for ex- 
ample, the Foundation selected five 
universities in different parts of the 
U.S. for special grants totaling $46- 
million, to be provided on a matching 
basis. Heald feels that this money 
should not only improve the quality of 
education in the schools directly in- 
volved but should stimulate improve- 
ment in other institutions. END 
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Making Shoes in Quickstep 


Shoemakers are shopping hard these 
days for new, faster ways to produce 
shoes—and well they might. Many mod- 
ern plants, producing 3,000 to 4 00 
pairs of shoes a day, often put in two 
weeks to a month on each pair. This 
has shoved the industry’s costs sky-high, 
sending manufacturers scurrying to con- 
veyers like the one in the picture, and 
to other new processes that are supposed 
to take the creaks and stresses out of 
shoe assembly lines. 

That’s what the industry needs now 
more than ever before. Shoemaking has 
always been a hotly competitive busi- 
ness in this country—profit on a pair 
priced at the factory at $4.75 may run 
only 14¢ or so—and now the market 
is getting even scrappier. Foreign pro- 
ducers are moving in 

Although the 28-million pairs of 
shoes imported last year look small 
compared with the 605-million pairs 
that came out of U.S. plants, these 
imports ran 25% higher than 1959, 
and they'll probably keep right on in- 
creasing. Shoemen blame imports for 
last year’s 5% cutback in U.S. produc- 
ion following 1959’s record 638-mil- 
lion pairs. Production in 1961 isn’t 
expected to go much above 600-million 
pairs. 

These rising imports and lagging 
profits are enough to make any shoeman 
want to put his production house in 
order, but broad mechanization doesn’t 
come easily to shoemaking. Often as 
many as 150 different operations go 
into the making of a shoe, and the time 
required by each varies. 
¢ Process in Nutshell—First, the leather 
is cut into an “upper’—the part of the 
shoe above the sole. Anywhere from 
12 to 36 pairs of these uppers are loaded 
onto a portable rack and wheeled from 
one machine operator to the next. 
Once the upper is stitched to the lin- 
ing, the leather is moistened so it will 
stretch; then it’s pulled down tight over 
a foot-shaped wooden mold called a 
“last.” From here, it’s shaped, soled, 
trimmed, dried for several days, in- 
spected, and -packed. 

It isn’t that these steps aren’t done 
quickly. The whole trouble is that shoes 
spend more time on the racks than on 
the machines. Even if the shoemaker 
could coordinate all the steps so the 
shoes just glided through, he'd still be 
stuck with a pile-up of racks at the end 
of the line, since the leather needs a 
certain amount of time to dry on the 


lasts. Without fully drying, the shoes 
might not hold their shape, and a quicke CONVEYORS carrying the shoe on the last, teamed: up with special chambers for moisten- 


drying unit to speed this up could—and __ ing and drying leather, produce savings of 15¢ to 18¢ a pair at Parry Footwear, Inc. 
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CREATIVE 
IMAGINATION 





% Can it be made of PAPER? 


Western Union thought so. Knowlton 
Brothers helped prove it could. Although 
others had failed, Knowlton produced a 
high - quality base for electro - sensitive 
paper used in the Western Union Telefax 
system. 
ONE OF MANY SPECIAL-PURPOSE 
INDUSTRIAL PAPERS 


Knowlton Brothers have the scientific and 
technical manpower, the research facili- 
ties, the pilot-plant machinery . . . and 
above all, the creative imagination to de- 
velop, or make to rigorously maintained 
specifications, industrial papers for appli- 
cations where paper was never used before. 
Chances are, the car you drive, the plane 
you fly in, has a Knowlton-developed 
paper in a vital engine part. 
Don’t Wonder Any Longer; 
Ask Knowlton Brothers 

Maybe the relative lightness of paper in- 
terests you... or the economy... . the 
availability . . . the uniformity. But don’t 
wonder. Just ask Knowlton Brothers. 


A Few Conventional Uses of Knowlton Papers: 
To ee 


Conduct Dialyze Cushion 
Laminate Shape Rupture 
Copy Insulate Shield 
Contain Record Synthesize 


Development Possibilities are Unlimited. 


WRITE for free copy of 
the helpful book, “Crea- 
tive Imagination in the 
Development of Technical 
and Industrial Papers.” 
PHONE or WIRE for a 
sales engineer to call. 
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often does—scorch the leather upper. 

All this adds up to a slow turnover 
of lasts—-which means more lasts are 
needed to produce a given volume of 
shoes—and lots of valuable space is gob- 
bled up. So shoemen are cocking their 
ears for any new ideas that hold even 
a glint of promise for moving the shoe 
faster along the assembly line, and get- 
ting it off the last sooner and into a box 
for shipment. 

Right now, there are mainly four 
such processes, mostly used in various 
combinations: more efficient materials 
handling, faster moistening and drying 
units, sole vulcanizing machines, and 
injection molding equipment for squirt- 
ing out plastic soles. Some of these 
have been used in Europe for a num- 
ber of years. 

* Keeping Them Moving—The system 
pictured on page 47 is fairly typical 
of the sleeker materials handling ap- 
proach that many shoemen are trying. 
The idea is to substitute convevers for 
racks. With the installation in the pic- 
ture—called ‘‘Formulast’—the time it 
takes to “last’’ and “‘bottom”’ a shoe is 
cut from the usual four or five days 
down to 27 minutes, according to Mor- 
ton Bromfield of Bromfield Associates. 

Bromfield is a management consult- 
ant who developed and patented the 
process. Formulast is made up of 13 
conventional machines, a special quick- 
drying unit, and a long moistening 
tunnel. This moistening chamber wets 
only the outer surface of the leather, so 
as to speed the lasting and drying proc- 


ess and to eliminate leather scorching 
during drying. 
By increasing the turnover of lasts, 


economizing on space, and cutting out 


the costly shoe damage that often 
occurs in moistening and drying, For- 


mulast is supposed to pav for itself 
six months with a 4¢ to 6¢ saving on 
each pair of shoes. 

e Few Sales Yet—Although Bromfield 
paints a glowing picture of his process, 
he hasn’t found many takers so far. 
There are only two installations in the 
U.S.: one at Parrv Footwear, Inc., 
which produces slippers, and the other 
—really more an adaptation—at A. San- 
dler Co., which turns out medium- 
and high-priced women’s shoes. 

U.S. shoemen are dubious about 
Formulast for several reasons. Some 
doubt Bromfield’s system will work on 
anything but slippers or other low- 
priced footwear of very simple construc- 
tion. So far, it hasn’t really had a good 
try-out, but Bromfield insists the unit 
can be used for quality shoes, since 
speeds can be regulated. Bromfield’s 
system also relies heavily on quick-dry- 
that the last can be yanked 
from the shoe sooner. Manufacturers 
of quality lines claim, however, that a 
shoe needs a few days on the last to 
hold its shape. 


ing, so 





A major objection is the cost ot 
Formulast. The installed price is around 
$25,000, and licensing rights are lé¢ 
to 2¢ a pair for shoes made by the 


system. A few shoe companies have 
engineered reasonable equivalents that 
are almost as fast, and they don’t have 
the licensing costs to worry about. 

¢ Vulcanized Treads—Several manufac- 
turers are cutting out eight or nine 
steps in shoe assembly by vulcanizing 
tubber soles onto the upper. This is 
essentially the same thing a tire-maker 
does when he puts on a tread. A pair 
of ieather or fabric uppers on the last 
is dropped into a mold; under heat and 
pressure, the rubber sole is sealed to 
the upper in three or four minutes. 

Although vulcanizing may never be 
practical for quality lines where fashion 
changes are frequent—the molds cost 
too much—the process has become a 
real saver of time and money for run-of- 
the-mill footgear, such as boots and ten- 
nis shoes. With this type of item, the 
same molds can be used year after year. 
Vulcanizing machines themselves cost 
only $5,000 or so, but the molds needed 
for each style may run $1,500 a pair. 

About 15 shoe companies, including 
three of the giants—International Shoe 
Co., Genesco, Inc., and Endicott 
Johnson Corp.—are vulcanizing soles, 
and several others are looking into it. 
¢ Plastic Soles—A process akin to vul- 
canizing—plastic injection molding—is 
also taking a big tuck in soling time. 
The main difference between the two 
is that injection molding machines 
squirt hot liquid plastic into the mold, 
where it hardens and sticks to the up 
per; in vulcanizing, the rubber sole is 
largely formed ahead of time. 

There’s a big price gap between the 
two—injection molding machines may 
run up to $40,000—but injection mold 
ing is faster, it’s supposed to produce 
a more durable sole, and you can get 
some color variations. 

The process is still so new that the 
main U.S. supplier of injection mold 
ing equipment for shoes—United Shoe 
Machinery Corp.—hasn’t really even set 
tled on a standard model yet. 
¢ Injection-Melded Shoes—Of course, 
some duds will always show up among 
these new, highly touted processes. ‘That 
may be the case with injection molding 
for making complete, one-piece, plasti¢ 
shoes. Although the manufacturer cam 
get several colors and spin out a shoe im 
about 14 minutes, the shoes just don't 
have the quality or appearance to make 
them big sellers. Sales of plastic shoes 
by International Shoe, which just got 
into plastic footwear last summer, have 
been “very disappointing.” 

This sort of setback hasn’t dampened 
the industry’s newfound pioneer spirit, 


though. “With a $4-billion market at 
stake,” says one producer, “it just 


doesn’t pay to dawdle.” END 
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THIS CATALOG ILLUSTRATES 
THE WORLD'S MOST 
DIVERSIFIED LINE 
OF STEEL EQUIPMENT 
IT’S FREE! 
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They voted 
LYON 


“If your company were in the market for 
steel equipment such as steel shelving, 
lockers, work benches, shop boxes, etc., 
what manufacturers would you consider?” 

That was the question an independent 
survey organization put to key men in 
companies throughout the country back in 
1955. They gave Lyon 5 times more first 
choice votes than any other manufacturer. 

In acomparable survey made in 1960, Lyon’s 
first choice margin increased to 7 to 1—and 
Lyon received more exclusive mentions than 
the next twenty-two companies combined! 

Your nearest Lyon Dealer offers the 
world’s most diversified and most preferred 
line of steel equipment — quality protected 
to give you the most for your investment. 


LYON METAL PRODUCTS, INC. 


General Offices: 110 Monroe Ave., Aurora, Illinois 
Factories in Aurora, lll.— York, Pa.—Los Angeles 
Dealers and Branches in All Principal Cities 


ine. 








Rogers Brothers Corp., Albion, Pa., is one of the oldest manufacturers of low-bed heavy-duty trailers, 
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ROGERS BROTHERS CORPORATION FINDS: 


extendible high flats and standard high flat trailers. The company is known for building products of high 
quality, strength, and flexibility. Rogers Bros. js also known for providing its employees and their depend- 
ents with protection of the highest quality, strength, and flexibility through Group Insurance from New 
York Life. Coverages include accidental death benefits, weekly indemnity, and major medical insurance. 
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New York Life Group Insurance 
a sound business investment! 


Thousands of progressive organizations of varying size 
and type of business agree with Rogers Brothers Corp.— 
Group Insurance custom-planned by New York Life helps 
solve some of management’s toughest problems. 


Here’s how: 


e It helps you retain key personnel, because it provides 
employees and their families with greater financial 
security. 


e It helps you recruit high-caliber people. 


e It helps you increase production, because it improves 
employee morale and creativity. 


e It helps further your company’s reputation as a good 
place to work. 


Much of the success of a Group Insurance program lies in 


fitting the coverage to the company to assure that the plan 
will fulfill its objectives and be flexible, economical, easy 
to administer. New York Life is a recognized leader in 
custom-planning these programs. 

Why not draw on this experience to put a successful 
plan to work in your company? Your agent or broker 
will supply the details, without obligation of course. Or 
write: New York Life Insurance Co., 51 Madison Ave., 
New York 10, N.Y. (In Canada: 443 University Ave., 
Toronto 2, Ont.) 


NEW YORK LIFE 


LEADER IN BUSINESS INSURANCE @lip 


Life Insurance ¢ Group Insurance 
Annuities « Accident & Sickness Insurance « Pension Plans 
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In Production 


Bullard Co. Charges Patent Breaches by GE 
In Manufacture of Machine Tool Controls 


The first of what may be a string of patent infringe- 
ment suits, centering on numerical positioning control 
systems for automatic machine tools, has been slapped 
on General Electric Co. by Bullard Co. of Bridgeport, 
Conn. 

The suit, announced last week, was filed in the Dis- 
trict Court at Charlottesville, Va., and charges infringe- 
ment on two Bullard patents—one issued in 1944, which 
runs out next June, and the other issued in 1951, which 
expires in 1968. Both, according to Bullard, cover the 
basic circuitries of point-to-point numerical positioning 
controls that Bullard invented, using magnetic and 
punched tape, as well as punched cards. Continuous 
patch controls are not included, Bullard says. 

If Bullard wins this court test, it will probably move 
against most other producers of point-to-point numerical 
positioning controls, unless they agree to participate in a 
Bullard licensing program. So far, Bullard has sent out 
about 18 to 20 letters to manufacturers of such control 
systems—including the major producers—inviting them 
into the licensing plan. These manufacturers will doubt- 
less wait to see how the GE suit comes out before mak- 
ing any decisions. 

The Bullard Man-Au-Trol control system, based on 
the numerical positioning contro] unit Bullard holds 
patents on, has been used on the Connecticut company’s 
vertical turret lathes, three-spindle horizontal lathes, and 
other automatic machine tools. 

General Electric this week had no comment to make 
on the suit, except that it was studving it. 


Dyeing Process for Multicolored Carpets 
ls Introduced by Bigelow-Sanford 


Carpet makers have long searched for a dyeing process 
that could plant multicolored images or patterns on 
broadlooms. Now, it’s done mostly with different 
colored yarns, which is both fairly expensive and _ time- 
consuming; but last week Bigelow-Sanford Carpet Co., 
Inc., introduced a dyeing process that is supposed to 
produce a clear, distinct pattern image, using an almost 
unlimited number of colors. 

The key to the Bigelow-Sanford process is in the care- 
fully controlled measurement of dyes that flow into a 
plastic mold cut out in the shape of the pattern. ‘here 
must always be just the right amount of dye in the sepa- 
rate troughs or wells of the mold to penetrate the 
exposed yarn to the pile. Without this flow precision, 
too much dye would make the color pattern bloom out, 
and too little would produce a faded or pale pattern. 
And because some dyes, in certain quantity, penetrate 
deeper than others, each color’s flow must be measured 
separately. The flow into the mold is controlled by 
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pumps, which teed the color into the wells through 
small tubes. 

Bigelow-Sanford claims this is less expensive and faster 
than the old way, where a multicolor pattern is usually 
applied to “tufted” or unwoven broadlooms by “over- 
tufting” or adding tufting of a different color over the 
tops of the carpet’s pile yarns. This conventional tech- 
nique is also limited to small rugs and rather simple 
patterns. On woven broadlooms—the other type of rug 
or carpet—any multicolored pattern is usually woven in 
when the broadloom is being made. 


Diffusion Technique for Joining Copper 
Unveiled by Chase Brass & Copper Co. 


Chase Brass & Copper Co., Inc., has a new diffusion 
technique for joining copper to copper and certain alloys 
to copper, which results in a homogeneous bond between 
the metals. The bond is supposed to be at least as strong 
as the base metal. As a rule, such metal-joining now is 
done manually by soldering or brazing. 

With the new process, a special coating on the sur- 
face of the metal diffuses into the parts to be joined and 
under the right conditions, says Chase, produces a bond 
without an interface or boundary. According to Chase, 
joints made this way have almost all of the electrical 
and thermal conductivity of copper. 

Chase claims diffusion-bonded joints have proved 
“markedly superior” to soft-soldered or brazed joints for 
tensile, shear, and fatigue stress. Corrosion resistance is 
also believed to be increased. And with this technique, 
joining operations—now mainly manual—might be more 
easily automated. 

Ultimately, Chase plans to market pre-coated copper 
strip and the bonding mixture for application in such 
items as electric motors, generators, transformers, switch- 
gear, relays, electronic tubes, semiconductors, and other 
electrical and electronic components. The new tech- 
nique should also be helpful in producing relatively low- 
cost advanced electronic equipment for radar, missile, 
and space satellite uses. 


Boeing Readies Jet Test Boat 


Boeing Airplane Co. plans some new types of tests 
with another medium—high-speed watercraft. Sometime 
late this month or next, Boeing will have a jet-propelled 
boat skimming along Seattle’s Lake Washington at 
speeds up to 100 knots, gums —e 
testing hydrodynamic . 
models of hydrofoils and 
advanced marine vehicle 
designs. The boat, 38 ft. 
long with a 17-ft. beam, is 
shaped like a giant lobster 
claw, halfway open. There 
are two forward hulls with 
a single engine mounted & 
in the back. The hydrofoils and other marine designs 
that are now under test will be suspended between the 


two hulls. 
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Aloes growing next to the Pacific surf. 





Step into the sun—and study 





A Southern California visit can profit 
you two ways. First, there is the oppor- 

iunity to really get acquainted with the 
Los Angeles market—one of the most 
ital in our entire economy. 


At the same time, you and your family 
>an take advantage of our many famous 
vacation attractions. These are especially 
enjoyable now, when winter weather is 
at its worst in other parts of the country. 
imagine playing golf on a green, palm- 
shaded course. Or cheering the “ponies” 


Southern 
California 


ALL-YEAR CLUB OF SOUTHERN CALIFORNIA 
This advertisement sponsored by the Los Angeles 
County Board of Supervisors for the citizens 

of Glendale, Hollywood, Inglewood, Long Beach, 
Los Angeles, Pasadena, Pomona, Santa Monica, 
Torrance and 181 other communities. 


52 New Products 


this $9 billion market firsthand 


at a flower-bedecked track. Spending a 
day at one of our famed “entertainment 
lands.” Visiting Hollywood. Seeing gera- 
nium lawns, oranges ripening onthe trees. 


Plan to visit Southern California soon. 
You'll gain renewed vigor and useful 
new business information. 

Free Sight-seeing Map: Official Full- 
Color Guide to Los Angeles County, all 
Southern California. Locates 645 sights, 
plus 100 TV and movie stars’ homes. 
Mail coupon today! 


ciate tao e 


All-Year Club Tourist Information Center 
Dept. 2X-1 
628 W. 6th St., Los Angeles 17, Calif. 


Please send me free Color Sight-seeing Map. 


(Miss) 
(Mrs.) 
(Mr.) 


Street __ 





City 


_State 
PLEASE PRINT NAME AND ADDRESS 


Zone - 
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NEW PRODUCTS 
Bigger Diamonds 


GE takes giant strides 
toward increasing the size of 
its manmade stones to cover 
all industrial uses. 





Manmade diamonds, fused in the im- 
mense heats and pressures of General 
Electric’s Schenectady labs, have scored 
another long advance in their war with 
the natural variety for dominance in the 
market for industrial diamonds. 

Last week, GE announced that it can 
now make diamonds up to a full tenth 
of a carat in size and a quality suitable 
for industrial applications. On an ex 
perimental basis, it has even made dia- 
monds larger than one carat; when it 
gets these last into production, it will 
be making stones covering the whole 
gamut of industrial applications. 

All this is a long leap from the tiny 
diamonds measured in thousandths of 
carats that have been the best GE could 
do ever since it announced its diamond- 
making technique in 1955. Even these 
tiny stones—scarcely larger than fine 
grains of sand—have put a deep scratch 
in the diamond-hard composure of the 
quasi-omnipotent London syndicate 
that controls the marketing flow of all 
types of diamonds out of the mines in 
the Congo and South Africa. For these 
lab-made flecks made GE a real rival 
for one of the syndicate’s key markets 
—the grinding and polishing wheels, 
used by industry, in which millions of 
tiny rough diamonds are imbedded every 
year. 

Toward the end of 1959, De Beers 
Consolidated Mines, Ltd., the leader of 
the syndicate, reciprocated by claiming 
that it too had developed a process for 
making abrasive-wheel diamonds. But 
De Beers didn’t announce it was going 
into production until October of last 
vear (BW—Oct.15’60,p150). 
¢ Competitive—These GE diamonds, 
so severely limited in size, have been 
competitive in price and performance 
with the ecarth-bred stones for about 
85% of all abrasive-wheel applications. 
In some cases they have outperformed 
the natural variety. 

Now, with its vastly stepped-up size 
factor, GE is prepared to cut much 
deeper into the industrial diamond mar- 
ket. When the new diamonds up to a 
tenth of a carat move from the lab to 
the production line, it will be able to 
offer stones to handle all applications 
for grinding and polishing wheels, dia- 
mond saws, and the smaller diamond 
drills. 

As for its carat-size products, GE 
figures they won’t be ready for market 
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... speculation has been re- 
newed about whether gem- 
quality stones will ever come 
out of the test tube... 
(STORY on page 52) 


until their mechanical strength has been 
improved. When they are commercially 
available, manmade diamonds will be 
able to take on every industrial job 
—the bigger drills, cutting and trueing 
tools, wire-drawing dies. 

GE, reticent about some details of 
its diamond-making process, won’t say 
how it finally broke the size barrier. 
It does admit it uses basically the same 
method as in making the tiny stones. 
In barest simplicity, this consists of 
putting graphite—other carbons could 
do—and one of such metals as chro- 
mium, manganese, iron, nickel, or some 
of the exotic metals in a chamber that 
can withstand tremendous pressures and 
temperatures. When the graphite is 
heated from 2,200F to 4,400F under 
pressures ranging from 800,000 Ib. to 
].8-million Ib. per sq. in., it fuses into 
a growing diamond crystal. The metal 
liquefies and serves as a catalyst; with- 
out it, pressures and temperatures would 
have to be much higher to produce a 
diamond. 
¢ Time to Convert—Full production of 
the tenth-of-a-carat diamonds is not far 
off. GE says it needs just the time 
to convert from lab equipment to a 
production line. As a measure of the 
time needed, GE-—with none of the 
knowhow it now possesses—was able to 
market its tiny diamonds within two 
vears of the original lab discovery. 

Dr. C. Guy Suits, GE’s vice-president 
for research, likes to point to the de- 
fense importance of a domestic supply 
of domestic diamonds. “The major 
source of natural diamonds is the Con- 
go,” he says, “and the uncertain con- 
ditions there demonstrate how fortun- 
ate it is that industry can turn to man- 
made diamonds for many of its needs.” 
¢ Gem Stones—GE’s announcement 
that it can make sizable diamonds has 
renewed speculation about whether 
gem-quality stones will ever come out of 
the test tube. The company has mostly 
claimed disinterest in gems—which are 
De Beer’s most important market—say- 
ing it doesn’t have any idea how to fab- 
ricate them. 

Although it might be theoretically 
possible to imitate a gem stone’s very 
specialized properties, this would cer- 
tainly call for a lot more sophisticated 
manufacturing process than exists now. 
And even if the production method was 
developed, it might cost so much to 
turn out the manmade gems, that they 
would be hard put to compete in price 
with nature’s gems. END 
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Insurance alone 
isn’t enough 
to protect you 


Adapted from one of the Clients’ Service Bulletins of The American Appraisal Company 


In one recent year there were close 
to a million fires in the United States. 
Though most of these were of a 
minor nature, the losses from only 
293 fires reached a staggering total 
of 275 million dollars! 


Detailed inventory needed 


Large losses with the major por- 
tion of the property destroyed are 
infrequent, but the danger of incur- 
ring such a loss makes it absolutely 
essential that both the amount of 
insurance and the supporting evi- 
dence of value be adequate to meet 
the requirements. Although small 
losses may at times be settled on the 
basis of the cost of repairing the 
damage, in large losses the “proof 
of loss” section of the policy is 
invoked. This requires the property 
owner to furnish a complete and 
detailed inventory of the destroyed, 
damaged and undamaged property, 
showing quantities, costs, actual 
cash value, and amount of loss 
claimed. If, through lack of ade- 
quate records, he cannot do so, 
the adjustment may be prolonged 
and the settlement unsatisfactory. 


Property record invaluable 


Insurance is carried primarily to 
protect the property owner against 
losses which might seriously impair 
his capital. It is in the upper limits 
of value that insurance is most 
needed—and too often lacking—for 
destruction of a major portion of the 
property without insurance could 
well mean financial ruin. In order to 
assure adequate protection, the 
intelligent approach requires estab- 


lishing the total value of the prop- 
erty for placement purposes and a 
proverty record that will provide the 
necessary details for preparing a 
proo! of loss. 

The time to prepare for a possible 
fire is before it occurs! 


x * * 


For more than 60 years, The American Ap- 
praisal Co:mpany has been the leader in pro- 
vidiug industry with the specific, detailed 
facts necessary to a sound insurance pro- 
gram. American Appraisal reports are also 
made for purposes of taxes, depreciation, 
accounting and financing. Each report is 
backed by carefully documented evidence 
which commands respect. 


Tm AMERICAN 
APPRAISAL 


Company® 
SINCE 1596... LARGEST...MOST WIDELY USED 


Home Office: Milwaukee 1. Wisconsin 
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Canadian Appraisal Company, Ltd, 
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\merican Appraisal Co., Dept. BW 
525 E. Michigan St., Milwaukee 1, Wis. 
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Without obligating me, please send me 
your periodic Service Bulletins which dis- 
cuss valuation problems. 
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THE COMMUTER RAILROADS: 


Will Help Come Soon Enough? 


“The atmosphere certainly has im- 
proved,” notes an official of a commuter 
railroad in the New York area. “The 

legislature is aware of our diff- 

Already we’re being reimbursed 

some 25% of our ‘out-of- 

; And we're hopeful of 

g more state funds and substan- 
ix relief within a few vears. 

it frightens us now is: How are 

to get through the next few 


Oosses. 


| commuting plays an im- 
+ 


in the economic health 

ies such as New York, 
ind Philadelphia and to a 
nt, Boston. In Chicago, th« 
commuter—and most of the 
railroads—is still fairly good. 
the city of Philadelphia, six 
2 commuter branches are sub- 
fares have been reduced, and 
improved. Boston’s commuter 
has declined precipitously, but 
so far super-highway construction has 


! 
kept pe yple moving. 
¢ Symptomatic—It’s in New York, 
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where mass transportation to the sub- 
urbs is perhaps most vital, that the 
outlook is bleakest now. Most Eastern 
railroad officials think the situation in 
the New York area could be a prelude 
to similar troubles elsewhere. 

In recent weeks the prospect of 
bankruptcy—with specific dates—was 
raised by both the Long Island and the 
New York, New Haven & Hartford 
RRs. These are the No. 1 and No. 
roads respectively that rely most heavily 
on passengers for revenue. 

I'he New Haven, which last October 
received a $4.5-million loan guarantee 
from the Interstate Commerce Com- 
mission to tide it ¢ pending legisla- 
tive relief and improved — busimess 
conditions, had to get an additional 
$3.5-million late in December (BW — 
Dec.31’60,p28). “It is manifest that 
without financial help the company will 
be faced with bankruptcy proceedings 
on Jan. 3, 1961,” the road told ICC. 

And Thomas M. Goodfellow, LIRR 
president, announced: “The way things 
are going now we won’t be able to meet 


our payroll, much less continue improv- 
ing the railroad, by the last week in 
April.” 

What makes the case of the Long 
Island particularly depressing is the 
fact that it pavs no interest on_ its 
bonds, already benefits from tax relief, 
enjoys relatively high fares—and still 
is sliding into trouble (BW —Mar.21 
"59,p106). 
¢ The Issues—To Eastern railroad presi- 
dents caught in it, the commuting prob- 
lem is simple—if ghastly—to consider. 
The roads must own, operate, and main- 
tain facilities and equipment that are 
used 20 hours a week. The tax burden 
on these facilities is claimed to be too 
heavy. Crews must be paid to run the 
trains in rush hours—and be paid even 
though they may not be working in the 
hours between. New highways attract 
commuters and midday travelers away 
from the railroads. Finally, regulatory 
bodies often keep revenues below the 
costs of providing the service. 

Faced with all this, several of the 
harder-hit Eastern roads have cut back 


BUSINESS WEEK e Jan. 14, 1961 








rOV- 
in 


ong 
the 

its 
ief, 
still 


aan 


esi 
‘ob- 
ler. 
1in- 
are 
den 
too 
the 
ven 
the 
ract 
vav 
ory 
the 


the 
ack 





R C A announces... 


A New Direction in Lease Plans 





for Electronic Data Processing Equipment 


RCA now offers a choice of fowr new lease plans 
that permit you to rent RCA Electronic Data 
Processing Equipment, and all the guidance and 
service that goes with it, on a basis geared to your 
own particular usage requiremenis. This major 
departure from customary leasing practice is an- 
other RCA innovation . . . an indication of RCA’s 
responsiveness to the customer’s needs. 


DETERMINE YOUR REQUIREMENTS...CHOOSE YOUR CONTRACT! 


IF YOU REQUIRE ONLY EIGHT HOURS A DAY OF COM- 
ee PUTING TIME, RCA offers you a contract at a 
rental which fits your situation precisely ... and 
you may designate the shift you wish to operate. 


the Random Use Contract allows you to schedule 
EDP operations at periods most convenient to you. 
A total of 200 hours of basic use-time per month 
is included in the charges. 


‘ FOR MAXIMUM ADAPTABILITY TO WORK SCHEDULES, 


FOR EXTENDED USE, where you require up to three 

3 full shifts, a basic monthly charge is made. The 
period covered in the contract is 24 hours a day for 
a 5 day week and the operating period can be 
enlarged to provide you with up to 16 additional 
hours per day for the 2 remaining days. 


THE LEVEL OF THRIzE-SHI-T DAILY AND WEEKEND USE, 
RCA’s Unlimited Availability Contract may be 
utilized to provide all this service for a basic monthly 
charge. Use the equipyient as much as you want! 


RCA RELIABILITY ... PROTECTS EQUIPMENT PERFORMANCE 
Because of the high degree of reliability built into 
each RCA EDP System, all of the above lease 
agreements include primary shift maintenance of 
the equipment. Since RCA’s Electronic Data Proc- 
essing Systems have this unique built-in reli- 
ability, maintenance and service are kept to a mini- 
mum, you receive the advantage of a more 
attractive rate. Maintenance service beyond the 
primary shift is available at a flat rate per man- 
hour, as needed. 

Take advantage of RCA’s new contract arrange- 
ments to keep your paperwork at a minimum, your 
EDP quality at 2 maximum! For full details and 
rates, write Electronic Data Processing Division, 
Radio Corporation of America, Camden 2, N. J. 


i > } The Most Trusted Name 
in Electronics 
» RADIO CORPORATION OF AMERICA 


r WHEN YOUR COMPUTER REQUIREMENTS GROW TO 















| DOT 
FOREIGN OPERATIONS 
ARE GROWING, 
Too 


In Canada, England and Australia, United-Carr 
subsidiary companies are growing to meet the needs of industry 
for small but important metal and plastics components...special-purpose 
fasteners, electronic tube sockets, switches, printed circuitry 
and a limitless variety of other electro-mechanical parts and assemblies. 


Like the seven U.S. divisions and subsidiaries, United-Carr’s foreign 
operations serve their industrial customers by helping them speed assembly, 
cut production costs and improve major-product performance. 


Close cooperation between all United-Carr engineering and production 
staffs facilitates exchange of mutually profitable ideas. Wide diversification 
ensures full freedom for balanced growth in new areas of technology. 
Sound management and a carefully integrated corporate structure 
provide a secure base for expansion. 


For further information on specific products and services, 
you are invited to write to S. A. Groves, President: 





UNITED-CARR 
Fastener Corporation 


BOSTON, MASSACHUSETTS 
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on trains, allowed equipment to de- 
teriorate and raised fares. Not only has 
each of these steps failed to solve the 
basic problem, it has intensified it by 
driving more passengers away. 

In the past, commuter losses have 

been made up by profits from freight 
operations. Now, owing to truck com- 
petition particularly intense in the East, 
railroads are having to reduce freight 
rates to the point where they can no 
longer support passenger deficits. Any- 
way, most Eastern railroad presidents 
are gloomy about prospects for the first 
half of 1961. 
e What’s the Answer?—What if a rail- 
road should go through the wringer 
this year? “Unfortunately bankruptcy 
doesn’t scare anyone,” says Earl T. 
Moore, president of the Central RR 
Co. of New Jersey. “This railroad oper- 
ated in bankruptcy for a number of 
years; the trains kept running, and the 
employees were paid. 

“But now there’s a difference. ‘Today, 
several Eastern roads are having losses 
far in excess of fixed charges. . . . If this 
situation isn’t corrected, there will be 
only two alternatives: abandonment, or 

. . these roads will have to be taken 
over and run as a publicly owned 
utility.” 

It seems unlikely that important com- 
muter railroads will be permitted to 
abandon operations. The American 
Municipal Assn., in a recent survey of 
mass transportation in New York, Bos- 
ton, Chicago, Philadelphia, and Cleve- 
land, estimated that if these cities were 
to lose their rail commuter service, it 
would cost $31-billion to build highways 
necessary to serve a comparable number 
of people. 

On the other hand, public ownership 
doesn’t eliminate the problem. “It is a 
fallacy,” says Sidney H. Bingham, trans- 
portation engineer, “that with govern- 
ment ownership we escape the operation 
of laws of economics and obtain trans- 
portation services without paying for 
them.” 

Maintaining private ownership by 
providing increasing tax relief and sub- 
sidies is, therefore, the probable answer. 
e New Jersey Experiment—Most of the 
New Jersey commuter railroads are now 
in their first year of operating with a 
reimbursement based on a complicated 
car-mile formula. In return, the rail- 
roads must maintain existing service 
at existing fares. 

These payments cover only a small 
part of the costs, according to Moore, 
but the roads hope that in future years 
the reimbursements will climb. 

In New York, a program is under way 
whereby local taxes on railroad property 
are being reduced. The state 1s aiding 
municipalities by making up half the 
losses resulting from lower tax revenues. 
In his message to the legislature, Gov. 
Nelson Rockefeller asked that this pro- 
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gram be accelerated. He also asked that 
certain properties devoted exclusively 
to commuter passenger service be 
exempt entirely from local real estate 
taxes. In return, the railroads should 
be required to improve service. 

¢ Special Aid—Since commuter trains 
usually don’t cover costs, let alone 
provide a return on investment, capital- 
shot Eastern railroads—with the excep- 
tion of the Long Island—lately have 
neglected to buy much new commuter 
equipment. In an effort to correct this 
situation, the Port of New York 
Authority is administering a program 
using a state appropriation of $20- 
million for new cars. 

The New Haven, which is in a more 
perilous condition than most, is due to 
get special help. A report on what must 
be done to save the road is expected 
soon from an Interstate Staff Com- 
mittee on the New Haven appointed 
by the governors of New York, 
Connecticut, Rhode Island, and Massa- 
chusetts. 
¢ Partial Solution—In contrast to the 
gloom and doom facing New York and 
Boston commuters and suburban com- 
munities, the situation in Philadelphia 
is bright—thanks to city aid. The 
Passenger Service Improvement Corp., 
which had been managing three com- 
muter branches since October, 1958, 
took over another three last October. 
It will pay the railroads almost $1.5- 
million to run commuter trains on 
these six lines. In return, fares have 
been reduced 35% to 50% and service 
increased. 

The PSIC, a nonprofit corporation 
composed of representatives from the 
city government, business community, 
Pennsylvania RR and Reading Co., and 
23 railroad unions, has budgeted $6.3- 
million for capital improvements this 
vear, and another $8-million in 1962. 
¢ Improvement—The outlook for Chi- 
cago commuters also is not so dreary 
as it is for their counterparts in New 
York. In many cases they ride—or soon 
will ride—in new cars. On the Chicago 
& North Western Ry., service is 
actually being increased (BW—Feb.6 
'60,p60). The North Western can re- 
port business growth of about 5% a 
vear over the past decade. With its 
current modernization program nearly 
completed, it hopes to raise this rate to 
10% or 12% a vear. 

Most other commuter railroads in 
Chicago, while they don’t do so well 
as the C&NW still don’t lose several 
million dollars annually on commuter 
service, as the New York roads do. 

If you ask Eastern railroad officials 
where the difference lies, they unani- 
mously declare, “taxes.”” The C&NW, 
for example, pays roughly 5% of its 
wburban revenues in state and local 
property taxes. The New York Central 
pays 22%. END 
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RAY T. HICKOK, President, 
Hickok Manufceturing Company, says... 








“With Blue Shield, for doctor bills, we get 


sound coverage with lower overhead.” 


“The wide range of benefits we have is obtained at 
very favorable cost. Blue Shield also affords us 
extra savings by holding down administrative detail. 
Blue Shield handles each case direct with the patient 
and his doctor. So there’s less paper work for us, no 
reports or follow-ups to add expense.” 


VERY BLUE SHIELD PLAN is 
K sponsored by a state or 
county medical society. The ad- 
vantages of this are reflected in 
a broad and realistic range of 
benefits. These include help 
with the cost of hundreds of dif- 
ferent operations and many 
nonsurgical services. 

And Blue Shield is able to 
offer this coverage at a most 
reasonable price. Aside from 
necessary expenses and reserves, 
all money paid in to Blue Shield 


goes for the members’ benefits. 

Whatever your company’s 
employee benefit plans—includ- 
ing retirement—con- 
tact your local Blue 
Shield Plan for facts. 


®Service marks reg. National 
Assn. of Blue Shield Plans 


BLUE 
SHIELD. 





National Association of Blue Shield Plaris, 425 North Michigan, Chicago 11, Illinois 
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Appliances Dip Back Under 59 


MANUFACTURERS’ SALES FOR 1960 FOR 1961 MANUFACTURERS ESTIMATE THESE ESTIMATES CALL FOR AN 


< 


FELL SHORT OF ESTIMATES SALES OF THIS MANY UNITS OVER 1960 SALES { 

BY THESE PERCENTAGES (IN THOUSANDS) OF 4 

DES. vives ices <P ey Se ee SR rere: Sark ek ee tee ; 

CORRE ee. =< rn HR ba vaean eo FPO 
Driers, Glothes ..........<. | Se ine arena ees _C RERPR ReRe ner weecee fF 6.3% 
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Ranges (Electric) ......... MEN hace a! coca oiehcne Ae BE oso Sosa sie we seeeeee $+ 49% 
Ranges (Gas) ........... SRE (ot. ener te ee 2 eae. seeeeee $14.8% 
Refrigerators ........... SoS.» Wits ae cca ae aac Sere Peewee ee 
Washers, Automatic ...... MR 9 skin Sas Shae a eee See Pate nied + 2.8% 
Washers, Non-Automatic .. —14.5% ..............200-- ie x dic sas Snes seeeees — 14% 


Of all the industries that stumbled 
instead of soared into the Sixties last 
year, appliances was among the most 
disappointing. Buoyed by an_ unex- 
pectedly successful sales year in 1959, 
the industry had set its sights on fur- 
ther increases. A glance at the table 
(above) will show that the industry fell 
significantly short of its expectations on 
almost all major appliances. 

The table (right), prepared by 
McGraw-Hill’s Electrical Merchandis- 
ing Week for its annual statistical 
review, shows that—instead of gaining— 
1960’s sales slid back from the levels 
reached the year before. In unit sales, 
the major-volume appliances backslid 
some 2.5%; the decline in dollar sales 
came to 6.9%. 
¢ General Decline—The 1960 slump 
can almost be called industrywide. It 
hit the standard kitchen white goods— 
the refrigerators, freezers, and ranges 
that loom so large in the dollar total for 
appliance sales. And it dragged down 
the growth curves of the newer kitchen 
white goods—the disposers and dish- 
washers, which had been racking up 
consistent year-to-year increases. The 
decline spread to most other house- 
wares, too, except for that newest item 
of kitchen convenience—the electric can 
opener. 

Air conditioners took a slight dip, 
although their dollar decline of 1.7% 
looks respectable in light of two de- 
pressing factors: (1) 1959’s figures had 
been artificially stimulated by buying 
to beat the excise tax imposed that 
December, and (2) in 1960 we lacked 
the muggy, miserably hot early summer 
weather that’s so helpful to air con- 
ditioner sales. 

e Audio-Visual—The entertainment ap- 
pliances present a more mixed pic- 
ture. This group—TV sets, radios, 
and phonographs—started the sales year 
strong, then began slipping in the 
second half. Their results were 
especially disappointing in the Christ- 
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mas season, when they normally rise 
sharply. The figures also tend to hide 
the second-half sales slippage; these are 
production figures, whereas the totals 
for the other appliances show actual 
sales. 

Phonographs improved in sales, 
spurred by a spurt in  stereophonic 
equipment. Stereo, after a couple of 
years of false starts in earlier years, 
seemed to pick up when a number of 
recording companies brought out selec- 
tions especially designed to show off 
stereo effects—the so-called “wall-to- 
wall” music. But even stereo set sales 
tailed off in December. 
¢ Better This Year—Look at manufac- 
turers’ estimates for 1961 (table, above) 
and you get the idea that 1960 was 
just one of those years—sales_ will 
bounce back up in 1961. These esti- 
mates, with a few alterations, come 
from the various appliance manufac- 
turers’ associations, who tend to be 
optimistic. 

But even their estimates don’t call 
for any great vigor in the rebound from 
1960. Except for dishwashers and gas 
ranges, they still foresee 1961 as fail- 
ing to reach 1959s levels. 

Some observers outside the industry 
would quarrel with even this rather 
modest objective. For instance, the 
latest Michigan Consumer Survey (page 
22) finds less inclination to buy ap- 
pliances now than a year ago. 

e Sales Resistance—Why, especially 
after the 1959 upswing, did sales turn 
sour last year? Sure there was a reces- 
sion. But that’s far from the full answer. 

The industry’s price structure crum- 
pled under the weight of a slight decline 
in unit sales (BW —Jul.30’60,p29). 

The sales records in 1959 had seemed 
to presage a more stable appliance 
market, with demand for replacement 
units firm enough to keep a floor under 
prices. But apparently consumers de- 
cided to make do with their old ap- 
pliances for at least another year. 
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Consumer spending on durables de- 
clined appreciably last vear, and when 
autos enjoyed their second-best year, 
that left appliances a smaller piece of 
a shrinking pie. 

¢ Competition for Dollar—The in 
dustry blames services for continuing 
to siphon off an ever richer share of the 
consumer’s dollar; it points particularly 
to travel. 

“These $40-down vacation and 14- 
day trips to Europe cut into the dollars 
spent for appliances,” grumbles an 
executive of General Electric Co.’s 
Hotpoint Div. 

Kelvinator Div., the appliance arm 
of American Motors Corp., ran an in- 
tensive comparison of appliance and air- 
lines advertising and sales. It discovered 
a close relation between consumer 
spending and advertising for both 
industries. Many appliance executives 
agree with the conclusions of the study, 
then grumble that their deflated prices 
don’t permit heavier advertising. 

The downtrend in homebuilding 
hurt the manufacturers’ volume. And 
it probably hurt more last year than it 
would have in the past, since builders 
have been including more and more 
built-in appliances. 
¢ Replacements—Sooner or later—and 
the manufacturers had figured it would 
be sooner—the flood of appliances that 
started pouring out in 1946 will need 
replacing. On this premise, the Gas 
Appliance Manufacturers Assn. _ bases 
a lot of its confidence in predicting 
increased sales of ranges in 1961. A 
spokesman for GAMA says hopefully: 
“There are 16-million ranges in use 
that are over 10 years old.” Then he 
acknowledges: “Some of them are over 
25 years old. That’s the trouble—they 
don’t wear out.” 

Maytag Co. Vice-Pres. C. G. Ely 
mentions another problem with re 
placement sales: “We are vulnerable 
to deferral of consumer durable spend- 
ing—if the customer chooses to defer. 
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Sales Trend 


PRODUCT 


Air Conditioners (Room)... 
Can Openers ........... 


Cleaners (Vacuum) 


Dishwashers ............ 


Driers (Clothes) 
Electric 
Gas 


Disposers 
Fans 
Freezers 
Frypan-Skillets 


NE cs ok hanwasiat a 6 


Lawn Mowers (Power) ... 


Mixers 
Phonographs 
Radios* 
Home 
Portable 
Clock 


Ranges (Electric) 
Standard 
Built-in 

Ranges (Gas) 
Standard 
Built-in 


Refrigerators (Electric) .... 
Sharpeners (Knife)....... 


, RE ie ee ee py ee 


Television (B&W)* 
Washing Machines 
Automatic 


Non-Automatic ......... 


Washer-Drier 


*Production Figures 


Apparently this is just what many 
customers chose to do in 1960.” 

One major chain retailer throws the 
ball back to the manufacturers, saying: 
“There is nothing new in appliances, 
particularly refrigerators. ‘There were 
worthwhile changes in the early 1950s— 
the larger 12-cu.-ft. unit, separate 
freezers, automatic defrosters. But 
there are no improvements today to 
cause a householder to replace her 


4 refrigerator.” 


* Too Little Demand—1960 isn’t the 
first year the industry has had to sing 
the blues about overproduction and 
price-cutting, which hit the trade last 
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summer. The industry is chronically 
troubled by overcapacity of a_ sort 
that can’t readily be turned to other 
uses. 

For example, Westinghouse Electric 
Corp. estimates that the industry could 
produce 10-million refrigerators per 
year on a_ two-shift basis. Compare 
that with last year’s sales of less than 
3.5-million units. Then you see why 
the industry is living chiefly for the 
future, why its economists keep churn- 
ing out reports on the war babies’ ap- 
proach toward the age of getting 
married, building homes, and buying 
appliances. 


1960 
UNITS RETAIL 
SOLD VALUE IN PERCENT CHANGE FROM 1959 
IN MILLIONS 
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Up until 18 months ago, the industry 
considered this progress as imevitable 
as the march of time. Now it’s having 
some worried second thoughts. Indeed, 
it appears that parents may have bought 
fewer appliances because they have 
been pinched in filling their teenagers 
other needs (BW —Dec.17’60,p57). 
And now the industry is wondering if 
the grownup war babies will have the 
earning power to pay for new ap- 
pliances. It’s particularly concerned 
about figures that show unemployment 
and underemployment already heavy 
and growing among the youngest seg- 
ments of the work force. END 
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FO R SALE 154-Acre (M/L) Naval Ordnance Plant, Pocatello, Idaho 


Production-ready for heavy manufacture or development as 
an “industrial park.” Abundant power, water and local skilled 
work force. Overhead cranes serve every work area. More 
than $6,000,000 in specialized and general purpose production 
machinery, preserved in position for immediate operation. 
Two executive dwellings, lighted and paved streets, in-plant 
telephone system, employee cafeteria and modern automatic 


fire sprinkler and alarm system. 


Direct service to Pacific ports and 11 Western States via 
Highway 30, Union Pacific, two airlines. Half a day from 
Yellowstone, and 90 minutes from mountains for year-round 


recreation, scenic beauty. 


FREE itlustrated brochure details all advantages and bid procedures. Address your inquiries to: 


GENERAL SERVICES ADMINISTRATION 


Federal Office Building e Seattle, Washington 


HOW MUCH TIME 
WILL YOU WASTE TODAY? 


s elementary. 


organization to you. 


Webster Sound systems are built around a 
matched line of amplifiers, control centers, 
tape decks, record players, AM-FM tuners 


custom assembled in one compact cabinet. 
Intercommunications, voice paging, music dis- 


tribution .. 


as 


. you can have all or part, add on 
you need. 


Your Webster dealer is listed in the Yellow 


Pages — call for details, and information on 
purchase or low-cost leasing. 


Web ster Scundl 
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Ae Custom engineered sound 
components — sound that 
works for you! 
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Out-of-date internal com- 
munications whittle away productive time 
and profits — a modern Webster Sound 
system boosts efficiency, brings your whole 
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Mail-Order Plan 


Singer Sewing Machine is 
going into novel way of sell- 
ing not its own wares but all 
kinds of consumer goods. 


After more than a century of con- 
centrating on sales of its own nameplate 
through Tetail outlets, “eae Sewing 
Machine Co. has added a mail- order 
operation that will sell a about any 
consumer name-brand item—except a 
Singer sewing machine. 

Since the fall of 1959, Singer has 
been quietly testing the mail-order idea, 
gauging customer acceptance of some 
200 products, ranging from a $12.89 
Gilbert Erector set to a $169.95 Emer- 
son portable TV. Now it is setting up 
a mail-order division for the U. S. “and 
Canada. 
¢ Aggressive Measure—This diversifica- 
tion—in product and retail channel—is 
by no means a desperation measure. 
Worldwide sales of Singer industrial 
and home sewing machines for 1960 are 
perhaps 3% ahead of 1959. U.S. sales 
hold just about even with 1959 in a 
year when many appliances sagged 
(page 82). 

Impetus sprang from the aggressive 
policies laid out by youthful Donald P. 
Kircher after his election to the parent 
Singer Mfg. Co.’s presidency on Jan. 
1, 1958 (BW—Dec. 28’57,p54). At that 
time, Singer saw its problem as one of 
raising the rate of return on invested 
capital. In mid-1959, Kircher told 
stockholders that Singer was out to pro- 
cure or develop new products outside 
the sewing machine field “that can be 
distributed or sold profitably by our 
existing organization.”” The mail-order 
testing began soon after that. 


¢ Valuable Lists—Singer has a great 
asset for the mail-order business: a list 
of several million past and _ present 


charge-account customers who are pre- 
sumably sold on the Singer name. An 
estimated half-million of “these are cur- 
rently making payments on merchandise 
purchased from the company, and new 
names are being added at the rate of 
about 50,000 a month. 

“People looked at our lists for years,” 
says W. Robert Everly, in charge of 
the new mail-order division. “Ever 
once in a while someone would ay, 
‘Somebody could make a. mint from 
those,’ but nobody did any thing about 
them until the fall of 1959.” 

When Singer decided to use the 
names for a mail-order operation, it 
went ahead on a crash basis. Everly was 
then acceptance department manager 
for Singer’s regional office in Des 
Plaines, Ill., and he got the job of test- 
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PIGGY BA 


puts on 7 league boots 


Note these giant strides by MEMBERS TRAILER TRAIN PIGGYBACK SERVICE 
s . Atlantic Coast Line Mlinois Centra! R.F.& P. 
America's fastest growing oe 
Baltimore & Ohio Kansas City Southern Santa Fe 
Piggyback System—in less Boston & Main Louisville & Nashville Seaboard Air Line 
Burlington Milwaukee Roaa Southern 
than 5 years... siting \ - 
Chesapeake & Ohio Missouwri-Kansas-exas Southern Pacific 
Chicago & North Western Missouri Pacific T. P. & W. 

@ From 2 to 32 members . . . from 6% to Cotton Belt Nickel Piate Texas and Pacific 
75% of the Nation’s Class 1 railroad 0. T.&1. Norfolk & Western Union Pacific 
mileage. Frisco Northern Pacific United States Freight 

Great Northern Pennsylvania Wabash 

e - 

From 500 to 6,200 modern, roller Gulf, Mobile and Ohio Western Pacific 


bearing cars on freight trains operat- 
ing at passenger train speeds. All for one—and one for all! 


® From limited runs to interline piggy- 
back—border-to-border . . . coast-to- 


coast. TRAILER 


® From an experiment in joint ownership TRAIN 
to proved economy of a vast member- 
owned equipment pool. 











6 Penn Center Plaza ® Philadelphia 3, Pa. 














me HELPED PULLMAN- 
STANDARD SOLVE A WEIGHTY 
PROBLEM BY USING TRAMBEAM® 





Feeding heavy steel plate into a shear was tough, 
tedious work at Pullman-Standard. Men were hard 
to get for the job and twice as hard to keep. Pullman 
called on Whiting engineers to discuss the problem. 

Now Whiting Trambeam® combined with Whiting 
Pressuregrip uses vacuum to move steel plate into 
the shear automatically. 

Your plant can snap up production and cut costs 
by speeding up in-process material handling with 
Trambeam®. We'd like to tell you how. 


POSITIVE, SAFE HANDLING OF PRACTICALLY 
ANY MATERIAL, ANY SURFACE 











TRAMBEAM 
MONORAIL SYSTEMS 





TRAMBEAM CRANES TRAMBEAM GANTRY CRANES 


Want details on Trambeam ? 
Ask for bulletin M-34 
15620 Lathrop Ave., Harvey, Illinois 







See our catalog in Sweets 
90 OF AMERICA’S “FIRST HUNDRED” CORPORATIONS ARE WHITING CUSTOMERS 
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WHITING TRAMBEAM OVERNEA 


MANUFACTURERS OF CRANES; TRAMBEAM f HANDLING SYSTEMS; PRESSUREGRIP; TRACKMOBILES; 
FOUNDRY, RAILROAD, AND SWENSON CHEMICAL PROCESSING EQUIPMENT 
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ing through his Midwestern credit cus- 
tomer lists. 

¢ Test Mailing—With the help of Rob- 
inson & Seidl, Minneapolis distributors 
of nationally advertised merchandise, he 
put out a 1959 fall “catalog” of 150 
items. Just two of the 150 were Singer’s 
—a vacuum cleaner and a rug cleaner- 
floor polisher. Both hardgoods and soft- 
goods were included. 

Only gilt-edged credit customers te- 
ceived the mailing—a test group with 
accounts active three months or more 
without delinquencies or slow payment 
records. 

The following spring, a 10-item 
brochure was mailed. Then came three 
single-item mailings with the Singer im- 
print and message on promotional 
pieces supplied by the manufacturers: a 
Wear-Ever aluminum set ($39.95), a 
Bell & Howell movie camera and _pro- 
jector, and a Phonola hi-fi and stereo 
(both around $149.95). 

The final and largest mailing of 30,- 
000, the first to go to sample areas out- 
side the Midwest, was a 55-item catalog 
sent in October, 1960. 

Singer is reluctant to pinpoint the 

extent of its success in the tests. But 
it sold about $600,000 worth of 
$149.50 Bell & Howell equipment in a 
test mailing. 
e Trial Findings—‘The company has 
learned several lessons in the testing 
process. Manufacturers and suppliers 
all were willing to ship direct to cus- 
tomers; Singer products sold very well in 
competition with others; hardgoods, es- 
pecially small appliances, sold better 
than softgoods; an American radio out- 
sold a less expensive Japanese one; 
the price range seemed to be a small 
matter. 

Best of all, the company learned that 
established Singer customers found 
nothing at all incongruous about 
Singer's promoting other brand names. 

On pricing, Everly says, “We didn’t 
and we don’t intend to go into business 
as a wholesale discount house.” Singer 
found that some items sold well at list 
price, while others priced “as much as 
25% off” also sold well. 
¢ More to Be Done—The tests will 
continue. The company still wants to 
know whether closed accounts can be 
as profitable prospects as active ones. 
Another problem is to centralize 
Singer’s full customer list at a new 
regional office in Syosset, N. Y. 

There are no plans for using the 
1,800 Singer-owned retail stores and 71 
department store outlets as catalog 
houses, but a company spokesman 
doesn’t discount the possibility. One 
thing Singer will not do: sell its sewing 
machines by mail order. 

“Sewing machines should be de- 
livered to the customer personally and 
adjusted personally,” Everly says. “And 
that’s what our stores are for.” END 
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LEASED FROM BOOTHE 


There are literally thousands of different types of elec- 
tronic equipment that companies can use in their 
research and development or production programs. 
And any one, or any number, of them can be put under 
one lease program from Boothe. This is particularly 
advantageous for government contract work, where an 
accurate record of costs is essential. 


With the most experienced management in the leasing 
field, Boothe offers prompt, efficient and knowledgable 
handling of your leasing problems. Boothe has leased 
over $45,000,000 worth of machinery and equipment of 
all types to companies with a net worth of from $100,- 
000 to $1,000,000,000. Substantial funds for the pur- 





chase of equipment under long or short term leases are 
readily available. 


Boothe has the flexibility and imagination to tailor 
contracts to your specific requirements. Leases may 
range from two to fifteen years in term with rental pay- 
ments to meet your needs. You select the equipment, 
vendor and price; Boothe does the rest. 


To find out how you can achieve your company objec- 
tives through leasing — and why it pays to lease from 
Boothe — write, wire or phone any Boothe Leasing 
Corporation office. We have them located in cities 
from coast to coast. 


315 MONTGOMERY STREET 


Be SAN FRANCISCO 4, CALIFORNIA.- EX 7-43390 
OOTHE Eastern Division Office: 
G 445 PARK AVENUE 22, NEW YORK, N.Y. + PL. 2-2720 
Ci: tis REPRESENTATIVES IN Akron - Atlanta - Bellevue « Boston 
we Chicago - Cleveland - Denver - Houston - Jacksonville 





Los Angeles - Milwaukee - Nashville - Rochester - Wausau 


America’s Most Experienced Leasing Specialists 





a call for 
action 


aT 
to all companies 
using 10 or more 
business cars 


Investigate fleetcar leasing — the 
Hertz way, described by leading 
companies as “the lowest cost sales- 
insurance we ever took out.” Find 
out how Hertz Fleetcar Leasing 
plans cater to the special needs of 
larger users of business cars. Dis- 
cover how they’re tailored for com- 
panies which best benefit from the 
nation’s most extensive coast-to- 
coast leasing facilities, and from 
operating efficiency perfected over 
30 years. Each “‘10-Plus” plan re- 
places your cars with brand-new 
Chevrolets, Corvairs, or other fine 
cars; assumes full responsibility for 
maintenance and repairs; and re- 
duces the many annoying details of 
fleet administration to the writing of 
one budgetable check each month. 
Use coupon below to learn why 
more and more multi-car companies 
agree Hertz Fleetleasing makes the 
best business sense for them. 
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HERTZ FLEETCAR LEASING, 

Att. H. F. Ryan, V.P. 

The Hertz Corporation, 660 Madison Ave. 
New York 21, N. Y. Dept. A-114. 

Please send me your new fleetcar leasing 
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What Makes College 


Recruiters of college graduates once 
again are fanning out across the na- 
tion’s campuses, and this year more 
than ever before interviewer and inter- 
viewee are looking at the future in 
distinctly different terms. 

No longer can a company meet its 
needs by taking only the “bright boys” 
it hopes some day will run the business. 
So many people go to college now that 






| 


the campus is becoming the source of 
talent for the lower levels, too. 

Of last year’s approximately 1-million 
college-level graduates, one-half or more 
were recruited into the jobs they now 
have. At giant University of Michigan, 
75% of the graduates get jobs through 
the recruiters. And because of indus- 
try’s ceaseless need for Indians as well 
as chiefs, the recruiters are talking to 
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students who have majored in every 
line of study. 

“Tt is going to end up with only two 

categories,” says Dr. George S. Odiorne, 
director of the University of Michi- 
gan’s Bureau of Industrial Relations. 
“One will be for just plain employees. 
The other will be for crown princes. 
And the mark of the skilled recruiter 
will be to be able to spot the crown 
princes early.” 
e Authority—Odiorne can speak with 
rare authority. His group—part of the 
School of Business Administration—has 
completed what is probably the first 
large-scale survey of recruiters’ tech- 
niques, and students’ responses, to be 
published i in April under the title, Effec- 
tive College Recruiting. It might make 
many a top executive take a second look 
at his personnel department’s recruiting 
procedures. 

For an activity on which it spends 
$500-million or more every year—on the 
werage it costs $1,000 for each college 
man hired—and on which its future lit- 
erally depends, industry is remarkably 
casual about some phases of recruiting. 


|. Few Career Men 


The major weakness is apparant from 
the study by Odiorne’s group: The job 
of recruiting is not a career for the 
people doing it. Except for once, or 
perhaps twice, a year it isn’t even a full- 
time job for most recruiters. 

The survey was made among recruit- 
ers for 99 companies who visited the 
U. of M. campus a year ago, and among 
about 1,000 students. While 75% of 
the companies had been recruiting for 
more than five years, the recruiters 
themselves were fairly new at it. More 
than half of them had had only five 
years or less personal experience in this 
work. And 68 of the 99 companies have 
been recruiting only since the end of 
World War II. 

Some have longer experience, it’s 
true. Westinghouse Electric Corp., for 
one, has been seeking talent on cam- 
puses at least since the Twenties. Two 
companies reported they have been re- 
cruiting for as long as 36 years. 

But, in general, there is practically 
no folklore and no literature to guide 
the head-hunter turned loose “among 
some mighty canny young men. 

Written procedures for recruiters are 
scarce. “ little more than one-third of 
the cor:panies have written policies and 
procedures on recruiting. 

Two-thirds of the companies give 


their recruiters some training, but gen- 
erally this consists merely of a briefing 
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Recruiting Go Wrong 


on procedures and routine. The, re- 
cruiters, however, do get specific train- 
ing in conducting campus interviews. 
¢ Spread Thin—So it’s little wonder 
that at the present rate, a recruiter has 
to talk to around 30 students to get 
one hired. Recruiters are spread too 
thin. Two-thirds of the interviewers 
talked to more than 10 students a day; 
one talked to 22. 


ll. Do’s and Don’ts 


Odiorne says, though, that if a com- 
pany really wants students it can get 
them. The price of good recruiting is 
sending good men—professional, full- 
time recruiters. Such professionals study 
the caliber of the students going to a 
school. They know what kind of men 
they want and go after them with the 
same vigor that sales departments put 
into sales. 

You'll find recruiters of this stripe at 
the big companies—General Motors 
Corp., Radio Corp. of America, Procter 
& Gamble Co., du Pont. These com- 
panies may be after as many as 1,000 
graduates each year; to get them, the 
recruiters may interview 25,000. 
¢ Stumbling—This means not only that 
these companies must have highly 
skilled recruiters and good recruiting 
policies. Smaller companies are going 
to suffer by comparison if they stumble. 

For instance, a student said he told 
the sales manager of a company that 
a statement he made in an interview 
wasn’t consistent with what the com- 
pany’s recruiter had said the day be- 
fore. The sales. manager didn’t know 
his company had another man on cam- 
pus. Says the student: “I figured this 
outfit was short on communications.” 
¢ Target—Losing a prospect because of 
a simple foul-up such as that is par- 
ticularly damaging. The man the com- 
panies are after is intelligent, as indi- 
cated by his grades; he handles himself 
well in the interview and seems to be 
able to communicate; he’s mature. 
¢ Needed Support—This narrows con- 
siderably the area of maneuver of the 
recruiter, and would seem to make it 
more important for the company to 
give him as much support as he wants. 
Yet some companies don’t even send 
brochures to the colleges in advance of 
the recruiting visit. 

Odiorne’s surveyors found the stu- 
dents relied on brochures to give them 
the first stimulus to seek an interview. 
The students were surveyed immedi- 
ately after their interviews. It is this 
quizzing of the students that turned 
up perhaps the most revealing informa- 


‘in trying to play 


tion on present recruiting practices. 

A list of “What every company 
should know about recruiting” would 
start with a statement such as: Students 
judge a company by its recruiters. They 
consistently gave the highest ratings to 
interviews in which the recruiter was 
well-informed about his company. 

Ranking next in things a company 
should know is this: There’s no point 
games with the 
studcnts. A recruiter may think it’s 
clever to spring a question such as 
“What is your life goal?”—figuring he’s 
going to make the student do some real, 
frec-hand thinking. 

The student may bobble the question 
that time. But if any other interviewer 
tries it on him, he will be prepared with 
a well-rounded, flowing group of words 
that will mean nothing. Meanwhile, he 
has told the other students: “Say, we 
have got a queer one in there. He’s 
going to ask you what vour life goal ha 
you'd better think something up.’ 
¢ Recruiter Ratings—One student told 
Oxliorne that he always sizes up an in- 
terviewer on the basis of his “DIP” 
rating. DIP, the student explained, 
stands for “Decider,” “Initiator,” or 
“Permitter.” There’s no point in put- 
ting your best foot forward with a per- 
mitier, who can’t act on his own. The 
stuclent tries harder to impress the initi- 
ator, because he really can get things 
started, and hardest with the decider 
who can give out a job. 
¢ Bitten—Students particularly resent 
any effort to put them under stress to 
sec how they will react. Once in a 
while, though, the technique has a pur- 
pose, even when it bites the recruiter. 

Odiorne tells about one recruiter in- 
terviewing candidates for a marketing 
job. A student walked into the room. 
The recruiter threw him his cigaret 


lighter and barked: “Sell me_ that 
lighter.” The student put it in his 
pocket, said pleasantly, “Do you have 


a cigarette?” When the interviewer of- 
fe ed him one, he waved it aside. “No, 
I mean for you to smoke.” 

Puzzled, the interviewer put the cig- 
arette in his mouth and fumbled 
throngh his pockets. The student 
watched him for a while, then said, 
“Don’t you have any matches?” The 
interviewer said he did not. 

‘he student pulled out the lighter: 
“You can have this for $5.00.” The 
interviewer fumed, but the student was 
firm. He got the $5.00—and a job. 
¢ Happily Ever Aft-r—Odiorne has his 


own definition of effective college re- 
cruiting: “When boy meets company, 
boy iarries company, and they live hap- 
pily cver after.” 


Inasmuch as 90 of the 99 companies 
who recruit at Michigan insist they 
have a strict policy of promoting from 
within, Odiorne’s definition could also 
be the reason for recruiting. END 
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More than a million acres of company-owned or leased forest 
land help supply the pulpwood to four mills in Virginia, Georgia 
and Louisiana with a daily capacity of more.than 2500 tons 
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INTERNATIONAL OUT 


LOOK 


BUSINESS WEEK French Pres. Charles de Gaulle, competing with the march of events 


in Al s s * 
JAN. 14, 1961 pte — is managing to keep up with the pace. He may even be a step 


In the referendum held last weekend, the majority of voters in France 
and Algeria said “oui” to his plan to establish a provisional Algerian govern- 
ment and, later, to offer Algeria self-determination. 


ey 








In his efforts to settle the Algerian war, de Gaulle is trying not only 
A BUSINESS WEEK to protect French political and economic interests but also to hold fast the 
southern, right flank of the North Atlantic Treaty Organization. He is 
attempting to tie Algeria, however loosely, to France and to the West. 
This way, he hopes to prevent the Comraunists from infiltrating Algeria 
and turning NATO’s Mediterranean flank. 


Conversely, Moscow and Peking wish to see an ultranationalist, inde- 
pendent Algeria, which would be more susceptible to their influence. It 
would become part of a Communist-affiliated North African bloc, through 
which the Communists could strike both at NATO to the north and tropical 
Africa to the south. 


SERVICE 


The referendum on Algeria proves at least two things: 


¢ The hope of the French rightwing and the European settlers in Algeria 
for a “French Algeria” is breathing its last. Metropolitan France went 
heavily for de Gaulle’s plan, which the rightwingers vehemently opposed. 


¢ The Algerian rebel National Liberation Front (FLN) has more strength 
among Algerian Moslems, especially in the cities, than Paris had assumed. 
Large numbers of Moslems, under orders from the FLN, stayed away from 
the polls. 


Having reduced the influence of one major opposition group, the French 
rightwing, de Gaulle will push ahead toward an “Algerian Algeria,” with 
the establishment of the provisional government the first stop on the way. 
But he must reach an agreement with the other major opposition group, 
the FLN, if he is to succeed. With its Moslem following and its Communist 
financial and military assistance, the FLN is too strong to bypass. 


Thus the crucial question now is: Whither the FLN? The Communists 
are pushing FLN leader Ferhat Abbas hard in the same direction they led 
Cuba’s Fidel Castro. But the Algerians are also being pressured by the Tuni- 
sians and African members of the French Community to negotiate a com- 
promise with de Gaulle. 


If the French and Algerians fail now to settle their quarrel, for what- 
ever reason, the prospects will be more grim than ever. Some observers 
see a mass Moslem uprising in the cities, which might force France into a 
position similar to Russia’s in Hungary. 

Others speculate that if de Gaulle’s plan is not accepted, he will par- 
tition Algeria, setting up a French island, like Israel, in an Arab sea. Either 
course would continue the conflict and perhaps spread it across North 
Africa. 


The Belgian general strike is running out of steam (BW—Jan.7’61,p22). 
Socialist parliamentary leaders have dropped their tough talk and are 
seeking to compromise with Christian-Social Premier Gaston Eyskens. 73 











INTERNATIONAL OUTLOOK (Continued) 





BUSINESS WEEK 


JAN. 


74 


14, 





1961 


The two parties have agreed to sidetrack the government’s controversial 
economic reform bill. They will send it to a committee for further study. 
This is the program that touched off the strike—thus the main reason for 
the walkout no longer exists. 

But the Belgian government isn’t out of the woods yet. The Socialists 
in Parliament are moving against the desires of many socialist trade union 
leaders. At midweek, Andre Renard, top trade unionist in southern Belgium, 
was all for keeping the strike pressure on. Renard and the Socialist deputies 
are expected to fight it out later this week. 


If the strike movement does fold, its basic cause won’t be forgotten. 
At the heart of Belgium’s economic troubles is a disagreement over how 
the country’s badly balanced and slow growing economy should be mod- 
ernized. 

Militant Socialists like Renard had hoped to use the general strike 
atmosphere to push a collectivistic approach. But half the nation, mainly the 
Flemish-speaking Catholics, want to solve the problem through more classic 
capitalistic methods. 


Pres.-elect Kennedy’s top foreign policy team is now complete with the 
appointment of George W. Ball, an international lawyer, to the key spot of 
Under Secretary of State for Economic Affairs. 

Ball’s appointment gives important clues to the shape of Kennedy’s 
foreign economic policies. He’s a liberal Democrat like Adlai Stevenson and 
Chester Bowles. 

Ball, who was in the Roosevelt Administration, will work to give U.S. 
foreign economic policy a new dynamic twist. He knows his way around 
Washington and the world, has been an influential behind-the-scenes adviser 
to the European Economic Community. 


Some of Ball’s policy views are known. He headed Kennedy’s task force 
on foreign economic policy, which reported this week. He favors solving the 
U.S. balance-of-payments problem by spurring the growth and competitive- 
ness of the U.S. economy, tighter economic cooperation with Europe and 


Japan. 

Big changes will be made in the foreign economic aid program if Ball 
gets his way. His task force recommended a radical overhauling of the 
administration of the program, doubling annual aid outlays, more flexible 


financing. 

All the economic development functions of the Development Loan Fund, 
the International Cooperation Administration, and the Export-Import Bank 
would be pulled together in a new economic development agency. The new 
organization would be outside the State Dep: ut would get policy guidance 


from it, specifically from Ball. 


Merging Ex-Im Bank’s development financing operations in the new 
agency would be the touchiest part of the organizational reform. Ex-Im is a 
well-established old-line organization. 

One way around this obstacle would be to keep Ex-Im in business but to 
limit its activities strictly to export promotion, the function for which it was 


created originally. 
Contents copyrighted under the general copyright on the Jan. 14, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 














Now, from Ford Dealers... 
the most liberal warranty program 
in the world of trucks! 


‘s 100,000-MILE or 24-MONTH 


WARRANTY ON FORD TRUCK 
SUPER DUTY GAS ENGINES 


On 401-, 477- and 534-cu. in. V-8’s 


Ford Dealers will replace any major engine part (including block, 
heads, crankshaft, bearings, valves, pistons, rings) found to be 
defective in materials or workmanship, providing trucks are used 
in normal service. Warranty covers full cost of replacement parts 
for 100,000 miles or 24 months, whichever occurs first .. . full 
lakor costs for first year or 50,000 miles, sliding percentage scale 
thereafter. Never before have you had such protection for long- 
term economy on your job! 


¢ 12,000-MILE orl2-MONTH 
WARRANTY ON ALL FORD TRUCKS 


On all 1961 Ford Trucks 


Each part, except tires and tubes, is now warranted by your dealer 
against defects in material and workmanship for 12 months or 
12,000 miles, whichever comes first. The warranty does not apply, 
of course, to normal maintenance service or to the replacement in 
normal maintenance of parts such as filters, spark plugs and 
ignition points. Never before have you had such protection, such 
evidence of long-term economy! See actual copies at your Ford 
Dealer’s now! FORD DIVISION, ord eter Company, 


TWO MORE REASONS WHY 


FORD TRUCKS COST LESS 












BUSINESS ABROAD 


A big capital inflow in 
1960 put Britain’s gold 
and dollar reserves up again 


Concealing another swing | 
to a large deficit 
in the trade balance... 
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Trouble Ahead for the British 


At the British Treasury during the 
past week or so, Chancellor of the 
Exchequer Selwyn Lloyd (picture) 
undoubtedly has been taking a careful 
look at the kind of basic data on 
Britain’s international economic posi- 
tion that is shown in the charts above. 
And to Lloyd the data can mean only 
two things: 

¢ Balance-of-payments difficulties 
for Britain in 1961—including the 
strains that such difficulties can put on 
a domestic economy following a boom. 

e A basic lag in Britain’s economic 
progress compared with that of the Euro- 
pean Economic Community (EEC). 
e Scant Comfort—Lloyd and his ‘l'reas- 
ury advisers get scant comfort from the 
sizable 1960 increase in Britain’s gold 
and dollar reserves, welcome though 
this gain has been. It resulted entirely 
from a huge and perhaps temporary 
inflow of short-term capital from 
abroad, mainly from the U.S. This 
capital inflow has merely masked a basic 
deterioration in the British balance of 
payments. 

In trade alone, the country had a 
much bigger import deficit than it did 
in 1959. Its net position on other 
current business also worsened during 
1960. The two developments together 
produced a current-account deficit that 
can safely be estimated at something 
over $500-million. At the same time, 
Britain’s long-term capital account 
continued to show a heavy debit as a 
result of overseas investment and 
economic aid. 


76 Business Abroad 





This year, London can’t expect any 
capital inflow on last year’s scale. On 
the contrary, the chances are that 
short-term capital will flow back to the 
U.S.—out of British Treasury bills and 
British equities and into U.S. govern- 
ment securities and American stocks. 
That’s assuming a spring pickup in 
business here. 

Nor is it likely that Britain can 
greatly reduce its deficit on current 
account. For one thing, its carnings are 
bound to be adversely affected as the 
U.S. moves to reduce its own payments 
deficit by cutting military and other 
spending abroad. For another, EEC’s 
adoption of a common tariff on Jan. 1 
puts a crimp in any British efforts to 
expand exports to the big Continental 
markets. 
¢ Drop in Imports—To be sure, British 
imports probably will drop during the 
first half of 1961. Last year’s sharp 
rise in imports followed the lifting of 
import restrictions on goods from the 
U.S. and other suppliers. This led 
British importers of finished manufac- 
tures to stock-pile a wider range of for- 
eign goods. At the same time, purchases 
of raw materials and semi-finished in- 
dustrial goods were boosted by the 
heavy inventory accumulation of British 
manufacturers. In both cases, there’s 
likely to be a slackening of import de- 
mand and an inventory rundown during 
1961. 

But against this you have to balance 
the fact that Britain can no longer 
count on large net receipts from such 


“invisibles” as shipping, tourism, and 
banking. Income from shipping is 
down as a result of foreign competition 
and lower shipping rates. A deficit is 
appearing on tourism as more and more 
Britons vacation abroad. In addition, 
London now has heavy interest pay- 
ments to meet on the foreign funds 
newly deposited or invested there. Gov- 
ernment defense and aid outlays abroad 
also have been rising. 

So, during 1961 London may be 
losing rather than gaining gold and 
dollar reserves. No sterling crisis, 
though, seems likely. For Britain 
gained enough gold and dollars last year 
both to increase its reserves and to pay 
off debt to the International Monetary 
Fund. And now, by treating its IMF 
drawing rights as equivalent to reserves, 
London should be able to maintain 
the strength of sterling without too 
much trouble. 
¢ No Elbow Room-Still, the prospect 
is that the British government won't 
have much economic elbow room at 
home. If Lloyd’s advisers have their 
way, domestic consumption will be kept 
down to make room for exports and in- 
vestment and put a brake on wage de- 
mands—even if that means another year 
of slow economic growth. 

If the Conservative government does, 
in fact, continue to hold back consumer 
spending, 1961 won’t be a very good 
year for the auto industry and for other 
consumer durable manufacturers. Theit 
domestic business probably won’t be 
any better this year than it was last. 
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Economy 


Steelmakers and producers of capital 
goods will do better, as a result of the 
continuing high investment that private 
business generally is planning for 1961. 

This will not be the first time an 
adverse swing in the British balance 
of payments has put a damper on the 
domestic economy. In terms of the 
trade balance alone, there was an even 
worse swing as recently as 1955. At 
that time a boom in the domestic econ- 
omy sucked in imports and held back 
exports. But after Britain’s strong ex- 
port showing in 1958 produced a small 
trade surplus, giving the country a total 
surplus on current account of almost 
$1-billion, it looked as if the British gov- 
ernment could let the economy grow 
without worrying about the balance of 
payments. 

Once again this has proved impossi- 
ble. And today many British econo- 
mists and businessmen are wondering if 
the Conservative government isn’t put- 
ting too high a priority on trying to 
maintain sterling as an international re- 
serve and trading currency second only 
to the dollar—and doing this at the ex- 
pense of the long-term strength of the 
British economy. 

* Credit Squeeze—If this feeling grows 
in the next two or three months there 
may be such a hue and cry for economic 
expansion by the time of the April 
budget that the Treasury will have to 
loosen the reins it has been keeping on 
credit. The British auto industry and 
other producers of consumer durables al- 
ready are up in arms at the govern- 
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ment’s squeeze on consumer credit. 
Moreover, many British economists re- 
fuse to believe that there aren’t ways 
to achieve economic growth without 
sacrificing the strength of sterling. By 
budget time, Conservative politicians 
also may be pushing in the same direc- 
tion, especially if the EEC nations con- 
tinue to gain ground on Britain in terms 
of industrial expansion. 

Still, there’s no easy way for Britain 
to expand its domestic economy and dis- 
regard the impact on its balance of 
payments—not while London’s gold and 
dollar reserves have to play their pres- 
ent role in the world trade and a pay- 
ments system. This is why you hear 
more and more talk in London about 
the need to enlarge the role of the 
IMF so that it can create additional 
reserves to support both the U.S. dol- 
lar and the British pound (BW—Dec. 
17°60,p27). 
¢ Dramatic Contrast—There’s no deny- 
ing the fact that, in terms of production 
and exports, Britain has been losing 
ground to its big competitors in the 
European Economic Community, es- 
pecially West Germany. Economic 
consultant Edward M. Bernstein has 
brought this out dramatically in a 
recent article in Moorgate and Wall 
Street, a British bank review. 

When you take the figures for indus- 
trial production from 1953 to the first 
half of 1960, as Bernstein does, France, 
Germany, and Italy show gains of 75% 
as contrasted with Britain’s gain of 
only 31%. 

In the case of exports, Britain’s 
performance over the same _ period 
shows up even more unfavorably. 
British sales abroad rose by 40%, while 
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SELWYN LLOYD, 3ritain’s Cuancellor of the Exchequer. 


Germany’s went up by 150% and those 
of the other EEC nations by nearly 
90%. A different set of figures covering 
a longer period tell the same story. 
In the first half of 1960 the exports of 
the EEC nations were nearly 26% of 
the world total, as against 22% in 
1938. Over the same span of years, 
Britain’s share of world exports dropped 
from: 12.3% to 9.5%. 

¢ Low Investment—Probably the main 
factor in Britain’s lagging industrial 
growth is the relatively low proportion 
of its total output that goes into invest- 
ment. According to Bernstein, gross 
domestic investment in Britain between 
1955 and 1959 was about 16% to 
17% of the GNP, while in Germany 
investment averaged 24% of GNP. In 
this country it was about 20%. 

It’s not hard to account for the 
difference between British and German 
investinent performances. Three factors 
largely explain it: 

e Private consumption in Britain 
has absorbed between 65% and 67% 
of the GNP, whereas in Germany 
consuniption has taken only 57% to 
59%. 

e Some 8% of Britain’s GNP goes 
for defense, as compared to only a 
little more than 4% of Germanv’s. 
(The U.S. spends about 9%.) 

e liritain has been transferring far 
more of its resources abroad than 
Germany for repayment of postwar 
debts, aid grants, and private invest- 
ment—thus reducing the amount of 
cap'tal available for home investment. 
¢ Export Weakness—The relative weak- 
ness of British exports probably can be 
attributed mainly to two factors. Since 
1953, British export prices have risen 
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MOUNTAINS 
MURDER 
‘“MOLEHILL” 
BEARINGS 


Mountain driving proves the 
difference in engine bearings. 
“Molehill” bearings can’t take 
the extra loads—but bearings by 
Detroit Aluminum and Brass 
are engineered for ‘Turnpike 
Toughness.”’ They’re made to 
stay on the job longer . . . even 
on mountainous jobs! 


For over 36 years, leading manu- 
facturers have relied on us for 
original equipment engine bear- 
ings for their cars, trucks and 
buses . . . marine, aircraft and 
industrial engines . . . farm and 
off-the-road equipment. 


Our specialized engineering, 
metallurgical research and mod- 
ern manufacturing techniques 
produce engine bearings as per- 
fect as can be. Why not put 
“Turnpike Toughness” to work 
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somewhat more than those of West 
Germany and the other EEC countries 
—reflecting the same poorer record on 
productivity. Today wages are rising 
much faster in Germany than in Brit. 
ain, but German productivity gains are 
offsetting the difference. 

Then, there’s the fact that Britain’s 
main markets have not been growing 
as fast as those of the EEC countries. 
These figures demonstrate the prob- 
lem: In 1953 about half of Britain’s 
exports went to the sterling area; from 
1953 to 1959, the imports of the ster- 
ling area (excluding Britain) increased 
by about 32%. By contrast the EEC 
countries sold about half of their ex- 
ports in continental Europe in 1953, 
and by 1959 the imports of this area 
had increased by 60%. 

For reasons such as these, there is 
growing concern in London over the 
British export position. To be sure, total 
foreign sales went up about 5% for 
1960 as a whole. But the upsurge of 
early 1960 tapered off at midyear, and 
by the third quarter, exports were some 
5% below the first-quarter level. 

British officials are expecting some 


upswing in foreign sales this vear. The- 


electrical and metalworking industries, 
which supply a big part of Britain’s ex- 
ports, now are unusually well-fixed with 
export orders. The auto industry, how- 
ever, isn’t optimistic, mainly because of 
the relatively poor outlook in the U.S. 
and Canadian markets. 

¢ Where to Export?—The big question 
is where British industry as a whole is 
to find expanding markets in the world 
for its goods. The sterling area, which 
consists mainly of underdeveloped 
countries, suffers from a serious lack of 
purchasing power. And Britain is too 
cramped financially this year to help 
remedy this situation either by increas- 
ing its over-all economic aid and invest- 
ment in the underdeveloped countries 
or by boosting its imports from them. 

In the biggest market of Western 
Europe—the EEC group of nations— 
there’s little chance that the British can 
expand their sales. The continued 
lowering of internal tariffs within the 
EEC area, plus the new common tariff, 
means that British exporters face an 
increasing disadvantage in competing 
with German industry. The prospects 
beyond 1961 aren’t very bright, either. 
There’s no sign that Britain will be able 
to pull off any kind of agreement this 
year for a merger of EEC and the Bnit- 
ish-sponsored European Free Trade 
Assn. (EFTA),. 

In the EFTA market, of course, 
British businessmen should make some 
gains. Tariffs between EFTA members 
have just come down 20%, and, with 
strong encouragement from the British 
government, exporters already are push- 
ing the advantage they have in this area. 
e Latin America—During 1961, British 





industry also will push hard in Latin 
America. You can tell this from the 
fact that the Doilar Export Council, 
which originally was established to build 
up sales to the U.S. and Canada, has 
just been converted into the Wester 
Hemisphere Export Council. For some 
months now official British trade mis- 
sions have been canvassing opportuni- 
ties in Latin America. And this year it’s 
possible that the British government 
will begin granting some Latin Amenr- 
can countries special export loans that 
are tied to the purchase of British goods. 
Such loans already have been extended 
to several Commonwealth nations, in- 
cluding Nigeria and India. 

British officials say they are reluctant 
to carry the tied-loan business too far, 
even though the U.S. is getting increas- 
ingly involved in aid grants that are tied 
to the purchase of American goods. 
London’s worry is that the U.S. and 
Britain will nudge each other into more 
and more self-defensive measures of this 
kind, and end up by restricting world 
trade rather than expanding it. 


Dillon Asks Tax Study 
On Investments Abroad 


U.S. companies with big overseas in- 
vestments received a shock this week 
from C. Douglas Dillon, incoming Sec- 
retarv of the Treasury. a Senate 
Finance Committee hearing on his ap- 
pointment, Dillon testified that he 
favored a reappraisal of tax advantages 
now enjoyed by U.S. companies invest: 
ing abroad. The question came up in 
connection with the U.S. balance-of- 
payments deficit and the impact over- 
seas investment may have on this prob- 
lem. 

According to Dillon, there was once 
a need for tax inducements to encour- 
age U.S. private investment in Western 
Europe. But that need has passed, 
especially in the case of manufacturing 
companies with plant facilities across 
the Atlantic. The underdeveloped coun- 
tries, said Dillon, were another matter. 
¢ Tax Avoidance—Under prodding by 
Sen. Albert Gore (D-Tenn.), Dillon said 
he thought something should be done 
about the law that now permits U.S. 
companies abroad to defer taxes until 
they remit profits to this country (BW— 
Dec.31'60,p109). Another serious order 
of business, Dillon testified, was the use 
of tax havens by U.S. companies as a 
device to avoid U.S. taxation. In such 
instances, American companies set up 
token offices in a tax-haven country, 
such as Switzerland or Panama, receive 
liberal tax benefits, and are allowed to 
funnel profits around the world from 
one manufacturing facility to another 
without paying anything like the rate of 
taxes levied in this country. END 
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TI activity at structure-of-matter level has led to such precision 
materials production facilities as: silicon reactors in Texas (main 
illustration) which create purest substance known to man (impuri- 
ties measured in parts per billion) for use in transistors, diodes, 
resistors, semiconductor networks, optics, and solar cells; arc 
furnaces in Massachusetts (inset) which melt and cast in a vac- 
uum the radioactive materials used in TI nuclear fuel elements. 





NATURE'S PUREST IS RAW MATERIAL AT TI! 


TAILOR-MADE MATERIALS for new products 
throughout industry are now in mass production at 
Texas Instruments, after years of concentrated research 
deep into the structure of matter. 


No longer restricted to working with available natural 
materials — instead, improving on nature at the struc- 
ture-of-matter level — TI scientists already have discov- 
ered new products which have speeded the development of 
electronic and nuclear systems, instruments and compon- 
ents. This fundamental molecular approach also is bene- 
fiting invention and development in diverse other fields. 


The ability to control production from a basic state to 
an infinite number of finished forms has supplied mate- 
rials so pure that contaminants are reduced to the bil- 
lionths, straining the sensitivity of the most advanced 
measuring instruments. Controlled materials production 
is of such volume at TI that several special facilities 





(of which the operations above are small segments) are 
devoted to both batch and continuous processes. 


Among the hundreds of materials being created, refined, 
purified, combined, manipulated, or supplied by TI are 
silicon, germanium, tantalum, and gallium arsenide for 
electronic components; indium antimonide for infrared 
detection cells; bismuth telluride for thermoelectric appli- 
cations; thermostatic metals for aviation, automotive and 
home applications; rare and precious metals — such as 
yttrium, hafnium, platinum, and gold — for products in 
electronics, chemistry and medicine; uranium, thorium 
and zirconium for nuclear reactors. 


This complete materials orientation already has bene- 
fited all TI customers. As the program further improves 
materials and reveals new characteristics and applica- 
tions, it will benefit you as either manufacturer or con- 
sumer in an increasingly wide range of better products. 


INSTRUMENTS 


INCORPORATED 
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Britain, European Sieel Community 





Outstrip U.S. in Steel Production 





In 1960, the combined steel output in the six nations 
of the European Coal & Steel Community and Britain 
exceeded U.S. production for the first time in almost 50 
years. ECSC and Britain turned out about 100.1-mil- 
lion tons last year, compared to 99.3-million from the 
U.S. mills. 

Most of the European steel went to supply the thriv- 
ing consumer durable and construction industries in 
Britain and on the Continent. 

ECSC nations produced a record 73-million tons of 
steel last year, partly because of the performance of the 
West German steel industry where production rose 
15.8% over 1959. West Germany produced 34.1-mil- 
lion tons in 1960, or 47% of the community’s total 
production. 
















recision Elsewhere in the community, France had a steel boom 
te equal to that in West Germany, and the expanding steel 
‘diodes industries of Italy and Holland also contributed to the 
lls; ae § record production. Britain, on its part, produced 27.1- 


| a vac- 
ements. 


million tons—20% more than in 1959. 

In the U.S., the sluggish state of the economy cut de- 
mand for steel to about 50% of total capacity during the 
second half, holding down production sharply. More- 
over, steel exports did not do so well as expected during 
the vear because of booming steel production in Western 
lurope—traditionally the major export market for U. S. 
steel. 


U.S Gives Turks Loan of Record Size 
For New Steel Plant on the Black Sea 


Turkey this week received the largest single loan ever 
made by the U.S. to assist industrial development 
abroad. Well over half the money will flow back into 
the U.S. 

The Development Loan Fund lent Turkey $129.6- 
million for the construction of a $245-million integrated 
steel plant at Eregli, on the Black Sea 220 mi. east of 
Istanbul. In addition, European investors and the Chase 
International Investment Corp., New York, provided a 
25-million loan, and the Turkish government put up 
§21-million in Turkish lira. Another $59-million in 
equity financing has been arranged with the Turkish gov- 
ernment and private investors. ‘The balance of the cost 
will be raised by selling stock shares to the public. 

Construction of the plant is the joint venture of three 
U.S. companies: Koppers Co., Inc., Westinghouse Elec- 
tric International S.A., and Blaw-Knox Co., which have 
been negotiating for the project for the past year (BW— 
Dec.5’59,p114). These companies will supply about 
5% of the equity financing involved in the deal. In 
return, they expect to handle about $100-million of 
business in supplying and building the 517,000-ton plant. 
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Koppers will furnish materials-handling equipment, 
the coke, blast furnace, and oxygen converter plants and 


also will supervise production. Blaw-Knox will supply 
various rolling mills. and Westinghouse International 
will furnish electrical controls, as well as power plant 
and distribution systems. 

In addition, a substantial part of other goods and 
services will be bought in the U.S., in accordance with 
the U.S. government’s “Buy American” policy. 


+ @ + 


Ireland Picks the Right Bait 
To Attract Foreign Capital 


Government officials of the Republic of Ireland are 
excited over the success of Ireland’s Industrial Develop- 
ment Plan, designed to attract foreign investment capital 
into the under-industrialized state. The latest boost 
came when Irish, Belgian, and Canadian interests an- 
nounced that they wil! set up an $11.2-million chemical 
plant in County Wexford (BW —Jan.7’61,p40). 

The plan has been in effect since 1955 and to date 
has attracted $84-million in new investments. What’s 
making irish officials happy is not so much the total 
sum but the heavy investment last year—the first year 
that the plan moved into high gear. 

Some 40 foreign-owned plants are in full production, 
turning out everything from cranes and pharmaceuticals 
to fish oil and bubble gum. And at least another 20 
projects are scheduied for 1961. 

In its attempt to attract capital and boost exports, 
Dublin is holding out the usual bait—including grants, 
government subsidies, an! tax exemptions. Firms estab- 
lished at Shannon Free Airport are exempted from taxes 
on export profits until 1933. 

Perhaps the biggest inducement, and the main reason 
why the program is hurnming, is the free entry of Irish 
manufactured goods into Britain and British Common- 
wealth markets. 


In South Africa It’s Rands, Not Pounds, 


In Break From British Monetary System 


After Feb. 14, the British pound will no longer be 
the basis for the Union of South Africa’s monetary 
system. 

The South African government announced this week 
that it will introduce a decimal currency system to re- 
place the British currency system (pound-shilling-pence), 
which served this country for 58 years. The new mon- 
etary unit will be called the Rand. Initially it will be 
worth $1.40, or exactly half the value of the pound. ‘The 
Rand will be divided into 100 South African cents. 

A South African official says that the prime reason 
for the change was the accounting difficulties under the 
old system. For example, he says, “Most accounting ma- 
chines aren’t set up to handle the British system.” 

However, it’s more likely that South Africa wants a 
new currency system, now that it has declared itself a 
republic and loosened its ties with Britain. 
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HYPO CO. 


is a hypothetical but realistic firm 


devised by General Electric’s marketing services. It 
has sales of $50-million, manufactures 500,000 units a 
year, selling for $100 each. Its plant in Indianapolis 
serves 10,000 customers scattered across the U.S. 


COST distribution studies showed 


$2,923,000 


it could save 


in a single year simply by: 


1 Reducing the number of distribution points from 100 to 25 ....$1,460,000 


2 Cutting warehouse replenishment time from 25 days to 10 days $811,000 


3 Stocking slowest moving items in only five key warehouses ... 


$146,000 


4 Stepping up the manufacturing cycle from three weeks to one week $506,000 


TOTAL SAVINGS . . . . $2,923,000 


To see how this worked out, turn the page 





@©BUSINESS WEEK 


The Case for 90% Satisfaction 


It isn’t alone the $2.9-million figure 
that’s important in the tabulation 
above, though any executive with a $50- 
million business would be glad to save 
that much on his distribution costs. 

Just as important as the size of the 
dollar saving is the fact that this cost 
analysis offers a novel view of distribu- 
tion as a total operation or svstem, 
rather than as bits and pieces. It was 
prepared by W. Clay Hill, formerly 
of General Electric Co.’s marketing 
services and now assigned to GE’s In- 
dustrial Electronics Div. 

e Reaching a Balance—Hill’s problem 
is to balance service most efficiently 
with costs. For example, as the sum- 
mary on pages 84 and 85 makes clear, a 
business can save greatly in direct 
transportation costs by shipping in bulk 
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from the factory to numerous ware- 
houses, for reshipment to nearby 
customers. That’s the way the freight 
rates are fashioned. Yet to take ad- 
vantage of such savings, you would have 
to run up offsetting costs in inventory, 
handling, and paper work. 

On the other hand, if you hold 
products back at central points, where 
inventory and handling costs can be 
kept under control, you risk making 
the customer unhappy because of slow 
delivery. Sales people will tell you 
(especially if an irate customer has just 
hung up the phone) that the buyer 
demands instant delivery. Even with 
a hundred warehouses, you can’t always 
guarantee same-day delivery. So it be- 
comes a matter of finding out a point 
at which you mect the demands of most 


customers and beyond which you are 
adding to your own costs without 
significantly improving your service. 
© 90% Satisfaction—Hill set up a hy- 
pothetical Hy po Co. “The logistics of 
distribution,” he says, “is the same 
whether you are shipping refrigerators 
or lamp bulbs. It is my belief that you 
can adequately cover the U.S. with 25 
distribution points, at the most. And 
that applies to any product.” 

His hypothetical company decided on 
a policy of rendering “a 90% customer 
service level”—which means 90% of 
customers would receive shipment the 
dav after the order was received (the 
other 10% on the second day). With 
25 warehouses, Hypo Co. could provide 
this service on most of its volume; items 
with small volume and slow turnover 
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~Toreach the U.S. market 
1 Hypo Co. found this pattern 





Could ok this — 
percent of market And this percent With these annual 
This number of Ist day after during the 2nd transportation With an inventory 

warehouses. . . receiving order... _ day after order... costs... , investment pene to 
100 99 % 1% $1,847,000 $14,418,000 ; 
50 96 4 1,934,000 1 : 423, 000 a 
25 90 10 2,082,000 ale 7 
17 81 16 2,211,000 8,004,000 
5 33 53 2,632,000 5,475,000 - 


| 


9 Using 25 warehouses, Hypo figured on cutting their orden’ 
. ing cycle from two weeks 1 to every day, with this result 


— yf Cost of maintaining 






“Inventory needed inventory 
Order frequency ........ 14 days ...1 day | 
Communication ime . 2. 3 (mail) ..1 (Teletypelf 25-day cycle . .. .$9,079,000. . . .$1,997,380 
Factory processing ...... 8 ; ae: 8 10-day cycle .... 5,392,000.... 1,186,240 
Replenishment time ..... Le 10 Inventory cut ........ $3,686,700 


_ 
Sh, 


SAVINGS . . . $811,000 


Hypo found factory inventories could be cut if each item 
were made each week, instead of every three weeks 


Cost of carrying 


Needed factory and handling | 

inventory ‘Sosy 9) inventory : 7 

All items made every three weeks .............---- $3,970,000 «os css wee a. $873,400 4. 4 

All items made every week .......6..0...cccseweee 167000. oo 5 ic. ewes 367,400 : 
panes as - SAVINGS eee $506,000 








are stocked at only five of these points, 
providing third-day delivery to the rela- 
tively few customers involved. 

¢ Broad View—Hill’s form of study 


84 Marketing 


counteracts the tendency of managers 
to look at distribution piecemeal. Too 
many transportation men, Hill says, look 
only at transportation costs; factory peo- 


ple think only of manufacturing, and 
sales people of customers’ screams. Not 
enough attention, he thinks, is paid to 
modern transportation .and better com- 
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Result: Hypo found it could get these 
savings by using only 25 warehouses 


4 
















Percent of a 
Annual cost , market reached “~ 
of that — at on second day Total ee en 
22°/, of investment Plus handling and Number of (100°, product distribution — 
— would be paper work costs of i warehouses availability) cost ' SAVINGS 
$3,172.000 $1,281,000 100 100% $6,300,000 "= * 
* : 
2,51 3,000 953,000 50 100 5,400,000 4 
) i 
1,997,000 771,000 25 100 4,840,000 '™ ’. - 
= 
1,761,000 724,000 17 89 4,693,000 4 
| 
1,205,000 638,000 5 3) 4,475,000) $1,460,000 
ITEMS “A” ITEMS ‘‘B”’ ITEMS ‘‘C” ITEMS “D” 
ACCOUNTED FOR ACCOUNTED FOR ACCOUNTED FOR ACCOUNTED FOR 
Another cost savings  iialoae 70% 
came by selective 
and 44% of 


stocking... 


dollars inventory 






Hypo found 
this typical 
warehouse 
sales pattern 











By stocking slow moving items ‘C’ and ‘D’ at only 5 strategic 
warehouses, it could still deliver all items to 88% of the total 
market by the third day after receipt of order with this saving ... 


Distribution 

- Inventczy investment costs 
All 1,000 items stocked at each warehouse ..............eeeeeeees 59,079,000... 2 62.5 $1,997,000 
‘A’ and ‘B’ items stocked at all points; ‘C’ and ‘D’ items at five points only. 8 182,000........ 1,851,000 





©eusiness weex 


SR Ie end te - ana nm atid 





} SAVINGS . . . $146,000 


munications (in Hypo’s case, using a he foresees even greater savings when the case of Hypo Co., and managers 
Teletype system made a big difference). modern electronic data-processing is from a couple of GE’s product groups 

Hill limited his cost-saving study to applied to distribution as a total system. are investigating the possibility of apply- 
the use of conventional methods, and GE top management has looked at ing its lessons to their problems. END 
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PLYMOUTH FLEET CARS 
WITH RUGGED UNIBODY 
PAY YOU BACK 

AT RESALE TIME! 


Whether your fieet numbers five or five hundred, 


Plymouth offers new beauty, durability and over- 
all economy that’s hard to beat. The unique way 
its Unibody is built and treated practically elim- 
inates rust and rattles. Smooth Torsion-Aire 
Ride (no extra cost) levels the road. Plymouth’s 
powerful engine, V-8 or 6, runs on regular. At 
resale time, Plymouth with Unibody and new, 
long-lasting interior appointments will pay you 
back a surprisingly high return. Better see or 
call your nearby Plymouth dealer right now! 
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PUT TOGETHER TO STAY TOGETHER 
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A Pat for Government Dealers 


Congressional report finds little to criticize in this 


largest—and once most mysterious—of security markets. Some 


changes suggested in long-term sector. 


Until recently, the largest, but least 
known, of all securities markets was 
that for U.S. government obligations. 
It is still the largest—its annual trading 
volume runs to about $350-billion, 
compared to a little over $30-billion 
on the New York Stock Exchange. 
But the mystery traditionally associated 
with trading in governments is being 
dispelled. 

Several searching studies of the mar- 
ket have been published. The latest 
came last week from Joint Economic 
Committee (BW-—Jan.7’61,p45). This 
Congressional study, written by Allan 
H. Meltzer and Gert von der Linde of 
the Carnegie Institute of Technology, 
is more than just another scholarly 
monograph on an abstruse economic 
subject. It is a detailed handbook on 
how government bond dealers operate. 
And while it offers little that is star- 
tlingly new, the study provides the 
most comprehensive—and _ revealing— 
look yet at this biggest of all markets. 
¢ Importance—The study is important 
not only to the bond market (where 
overnight it has become required read- 
ing) but to businessmen generally. 
There are several reasons: 

e The Federal Reserve, in exer- 
cising its general control over credit, 
makes daily use of the market. The 
New York Fed, as agent for the Fed- 
eral Reserve System, accounts for about 
5% of all trading in short-term govern- 
ments, and its open market operations 
have a direct impact on the cost and 
availability of credit. 

e The government market is an 
important investment medium for cor- 
porations. Companies with temporary 
cash surpluses normally invest the ex- 
cess in U.S. Treasury bills or similar ob- 
ligations. Increasingly, company treas- 
urers are learning how to put idle funds 
to work by lending directly to the gov- 
ernment bond dealers. 

e From a broad economic view, 
the government market reflects what is 
happening to the nation’s savings. 
When there is a surplus of investible 
funds, interest rates generally tend to 
decline; the drop will normally show 
up first in the government market—in 
a slide in Treasury bill rates. Con- 
versely, if there is a shortage of funds, 
as there was in 1959 when the Treasury 
had a $12-billion deficit to finance, 
then rates will shoot up. 
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The mysteriousness of the govern- 
ment market stems from the way it 
operates. The buying and selling of 
government securities is done almost 
exclusively over-the-counter—or, more 
properly, over the telephone. It is a 
complex and technical business, requirt- 
ing substantial capital, and involving 
considerable risk. 
¢ Only 17 Firms—Primarily for these 
reasons, there are only 17 firms that 
“make a market” in governments. Five 
of them are departments of major 
money market banks: New York’s 
Bankers Trust, Chemical Bank New 
York Trust, and Morgan Guaranty 
Trust, and Chicago’s First National 
Bank and the Continental Illinois Na- 
tional Bank & ‘Trust. Of the 12 
remaining non-bank dealers, six are big 
in the field—C. F. Childs & Co., Inc., 
C. J. Devine & Co., Discount Corp. of 
New York (actually owned by a group 
of New York banks), First Boston Corp., 
Aubrey G. Lanston & Co., Inc., and 
Salomon Bros. & Hutzler. Four of 
these six firms specialize almost exclu- 
sively in governments; the other two— 
First Boston and Salomon Bros.—also 
do a general securities business; Salo- 
mon Bros., in addition, is the only big 
government dealer that is a member of 
the New York Stock Exchange. 

The aura of mystery didn’t always 
exist around the government market. 
In the early 1920s, the Treasury for a 
time encouraged government bond trad- 
ing on the NYSE. (Government issues 
are still listed there, but virtually no 
trading takes place.) By the late 1920s, 
the Treasury had reversed its policy and 
was encouraging trading  over-the- 
counter. This was not an innovation— 
over-the-counter trading (negotiated 
trading as compared to an auction mar- 
ket) had developed on a substantial 
scale as early as the Civil War. 
¢ 1958 Collapse—In recent years, the 
17 bond dealers have been accused of 
doing a less than efficient job in han- 
dling the Treasury’s securities. The 
criticism started in earnest in the sum- 
mer of 1958 when government bond 
prices, which had climbed sharply un- 
der the pressure of speculative buying, 
took a sharp fall. They kept on tum- 
bling throughout the summer—the 
Treasury’s 28% bonds of 1965, first sold 
in mid-June, were trading for 93¢ on the 
dollar by early October. 


Speculators, from NYSE brokers to 
retired businessmen in Florida, suffered 
losses estimated in the millions. They 
had purchased the 2%s on little or no 
margin, and were caught when the mar- 
ket broke 

The Joint Economic Committee’s 
study was clearly inspired by the 1958 
debacle, as were other recent studies. 
In 1959, the Treasury and the Federal 
Reserve jointly published the results of 
an inquiry into the break. A pioneering 
study of the Federal Funds market, 
whici: is closely related to government 
bond dealer cperations, has also ap- 
pearec|. 
¢ Good Showing—Generally, the bond 
dealers have come off well in these in- 
vestigations. This has pleased the dealer 
fraternity, because some members of the 
Joint Economic Committee have been 
among their sharpest critics. In fact, 
the latest report, which went through 
without dissent, rejects the most seri- 
ous charge against the “17”—that they 
have conspired to keep their ranks from 
growing. 

The committee concludes that dealer 
profits have been too low to encourage 
outsiders to enter the business. 

From 1948 to 1956, the report says, 
net incoine for the large non-bank deal- 
ers ranged from only $569,000 (in 1955) 
to $15.i-million (in 1954). With the 
Fed’s swing to easy money in 1957 and 
the resu/tant rise in bond prices, profits 
picked up considerably—to $28-million 
in 1957, and $34-million in 1958. How- 
ever, by 1958 the dealers had about 
$100-million in capital committed to 
government bond trading. Though in 
1957 and 1958 the dealers’ rate of re- 
turn was high, it averaged only 9% 
over the 10-year period—less than is 
made by most well-managed banks. 
¢ Sharp Distinction—The committee 
draws a clear-cut distinction between 
trading in short-term  obligations— 
particularly Treasury bills—where it has 
little bui praise for the dealers, and the 
long-term: area (over five years maturity) 
where it is somewhat critical. The 
report says that it is sometimes hard to 
sell as little as $250,000 in long-term 
bonds, while some of the larger dealers 
stand ready to buy or sell Treasury bills 
in almost unlimited quantity. 

Responsibility for improving the 
long-tecm market, the committee says, 
lies more with the Treasury's debt 
management and the Federal Reserve's 
monetary policies than it does with the 
dealers. Implicitly, the report supports 
suggestions that the supply of long- 
tern bonds should be better packaged— 
by concentrating a large number of 
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HOW WOULD YoU INVEST 


*6,000? 


Let’s say you have the problem of find- 
ing the best way to invest $6,000 (nice 
problem)! How would you do it? Per- 
haps you would like the safety of bonds, 
or perhaps you feel that you have enough 
knowledge of the market to try common 
stocks. Then again, your choice might be 
a small (very small) piece of real estate. 
Think it over... it isn’t easy to decide, 
especially if you really could use the ex- 
tra income from your investment. 


If you ever do have such a problem, we'd 
like to show you how hundreds of busi- 
nessmen from coast to coast have in- 
vested $6,000 cash and have experienced 
an average return of over $100 A WEEK 
on their investment. No gimmicks... 
just a sound business investment in a 
neighborhood coin-operated ECON-O- 
WASH laundry. An unattended franchis- 
ed ECON-O-WASH laundry takes up so 
little of your time that there’s no thought 
of leaving. your present job, so that 
$100.00 a week is extra income. With no 
obligation, send for our free booklet. It 
gives the fascinating ECON-O-WASH 
story in greater detail, and may show 
you the way to the most solid investment 
you will ever make. Write for: 


BOOKLET BW-116, SMALL EQUIPMENT SALES 
AMERICAN LAUNDRY MACHINERY IND. 
CINCINNATI 12, OHIO 











... CENSUS- 
PROVEN 
OUTSTANDING 
NEW 
INDUSTRIAL 
MARKET 


Census-proven one of 
the fastest growing 
states in the nation 
...Survey-proven one 
of the outstanding 
new industrial mar- 
kets, Colorado offers 
new industry Profits 
with Pleasant Living. 








Discover the new markets and opportuni- 
ties awaiting your company in Colorado. 
“Site-See” Industrial Colorado now...right 
at your desk. 


Send for Free Executive Portfolio 
“INDUSTRIAL COLORADO” 
Newly revised 9-booklet portfolio with 
up-to-the-minute data on Colorado’s 
industrial sites, assets, opportunities 
and weekend vacation wonderlands. 

All inquiries held confidential. 


COLORADO DEPT. OF DEVELOPMENT 


12 STATE CAPITOL © DENVER 2, COLO. 
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small issues into a smaller number of 
larger issues. It also attacks the Fed’s 
recently abandoned “bills only” policy, 
which limited Fed trading to 91-day 
bills. 

¢ Suggestions—It seems likely that the 
new Treasury debt management staff, 
headed by Robert V. Roosa (BW —Jan. 
7'61,p20), will give serious considera- 
tion to some of the committee’s 
recommendations. 

For one thing, it has become in- 
creasingly difficult to finance govern- 
ment dealers in periods of tight money. 
A few of the biggest dealers have been 
successful in garnering funds from all 
parts of the country, from both finan- 
cial corporations (chiefly smaller banks 
and insurance companies) and non- 
financial corporations (chiefly manu- 
facturing companies. This is good, the 
committee says, because it puts idle 
balances to work in the money market, 
and in the process it “spreads the effects 
of monetary policy to other parts of 
the country’—that is, outside the major 
financial centers. But the committee 
thinks some improvements are needed. 
In particular, it wants funds made 
available more quickly for the smaller 
firms to help them increase their posi- 
tions in long-term governments. 

The committee staff was clearly 
worried by a comment from one small 
dealer that he was generally unable to 
assume the risks of a long-term position. 
The report quoted the small dealer as 
saying that if he tried to take a position 
in a long-term bond he would “end up 
holding the bag” for one of the bigger 
dealers. ““The large dealers can find out 
what is happening in Cleveland, 
Detroit, or on the West Coast and un- 
load their positions on me long before 
I know what’s going on.” As a partial 
remedy the report suggests that a 
“lender of last resort,” which would 
always be available in case of need, be 
established. 
¢ Short Selling—The study also wants 
better arrangements for the dealers to 
sell short. This, it says, would smooth 
out rapid price changes in long-term 
governments. , 

In the same vein, the committee 
recommends higher margin require- 
ments on certain types of dealer financ- 
ing arrangements, to prevent rapid price 
declines in long-term bonds because of 
forced selling due to margin calls. 

Virtually all the committee’s recom- 
mendations—and criticism—concern the 
long-term market. Where the market- 
ing of governments is handled in a 
well-organized manner, the committee 
says, “‘the secondary [dealer] market per- 
forms well. But when the marketing 
process for government securities en- 
counters difficulties [in long-term 
bonds] secondary trading of existing 
government securities becomes _ less 
efficient.” 


Wall St. Talks ... 


. . . about IRS’ attitude 
toward “centennial” funds, 
another secondary from Ran. 
dom House, sugar futures. 


The Internal Revenue Service js 
said to be considering a new approach 
to so-called ‘“‘centennial” mutual funds, 
which permit investors to postpone pay- 
ment on capital gains taxes by exchang- 
ing their existing portfolios for mutual 
fund shares. IRS is taking another look 
at its past rulings, permitting such tax- 
free swaps, and meanwhile have stopped 
making rulings on new funds. 


Look for another big secondary offer. 
ing of shares in Random House, Ince, 
which earlier helped spark the boom in 
publishing shares. Random House first 
went public in October, 1959, when a 
222,000-share block sold for $11.25 a 
share; it is now trading at about $43. 
The size of the new offering hasn’t been 
fixed. Allen & Co. will be underwriter. 


The break in U.S.-Cuban relations 
has forced the New York Coffee & 
Sugar Exchange to suspend its tradi 
tional No. 4 sugar futures contract, 
based on Cuban deliveries, in favor of 
a new No. 8 contract, based on deliver 
ies from 12 other countries. Traders say 
this will accelerate Cuba’s decline as 
the traditional price-maker in sugar, but 
they still doubt that the new No. 8 
contract will be an effective substitute. 


Fairchild Camera & Instrument 
Corp., which only last vear was one of 
the top growth stocks, continues its 
nosedive. It traded at $130 a share this 
week, compared with a 1960 high of 
$201. Fairchild has been troubled by a 
10-week strike that shut a substantial 
part of its operations, and analysts have 
been revising their estimates of the com- 
pany’s 1960 earnings from about $4.50 
share to $3, while 1961 expectations of 
$6 are now regarded as “too high.” 


Rumors of a merger between Chance 
Vought and Ling-Temco, up $4 this 
week to $29, keep cropping up in Dal- 
las. But persons close to the company 
doubt the two will tie up. They at 
tribute the recent strength to further 
Ling-Temco expansion and to a te 
action to buying by Ling-Temco man- 
agement people of the company’s stock 
at prices between $24 and $30. 


Selling pressure in General Electric, 
which dropped several points this week, 
is attributed to the backlash of a big 
167,000-share secondary. ‘The seller 
was a big New York bank. 
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_and Du Pont cellophane research 
made the sale more profite cle 


Those cookies, by Burry’s, look fresh, 
arefresh—and the lady knows it! And 
Du Pont cellophane, a product of 30 
years of research, has kept them fresh 
—all the way from the packaging line 
to her shopping basket. 

This Du Pont research has created 
over 100 different cellophanes—each 
designed to meet different customer 
requirements. This means you can 
get a Du Pont cellophane that exactly 
meets your product’s needs. The 


result: more customer satisfaction, 
fewer returns, more profit per sale. 
No other packaging material has 
the selling power you get from cello- 
phane’s sparkling transparency, no 
other film has cellophane’s colorful 
printability . . . its high-speed ma- 
chine efficiency . . . its versatility in 
package construction. 
PROVE TO YOURSELF that Du Pont 
cellophane can help you sell more. . 
increase your profit per sale. Ask a 


Du Poni representative to give you 
all the facts. Du Pont Company, 
Film Dept., Wilmington, Delaware. 


REG. U_ 5. PAT. OFF 


Better Things for Better Living 
. through Chemistry 


U PONT 
cellophane 














In the Markets 


Stocks Continue to Make Gains 
As Institutional Buying Picks Up 


The stock market continued to give a good account of 
itself this week. The Dow-Jones industrial average rose 
to 626 at midweek, up 55 points from its October low and 
only 15 points below its mid-August, 1960, level, which 
brokers now consider a critical point. Daily trading 
volume, moreover, hit over 4-million shares fairly con- 
sistently. 

A good deal of the current demand for stocks is com- 
ing from pension funds and institutions that are rein- 
vesting the proceeds of tax-loss sales at the end of 1960. 
The big question is whether this reinvestment trend will 
develop into an aggressive buying policy by both insti- 
tutions and individuals. And although many brokers 
look for a temporary halt to the rally soon, the consensus 
on Wall Street is that stocks will continue to climb 
higher in anticipation of a mild recession that will end 
toward midyear and a fast pickup in corporate profits. 


Lag in Mortgage Repayments Seen 


As Factor in High Home Loan Rates 


An explanation of why home mortgage rates have 
remained sticky, despite the Federal Reserve's easy money 
policy, was advanced this week by two top savings & 
loan officials in Chicago. They are Norman Strunk, 
executive vice-president of the U.S. Savings & Loan 
League, and Leon ‘Il’. Kendall, its economist, whose views, 
published in the league’s quarterly letter, are getting 
widespread attention in lending circles. 

Their main point is that the supply of mortgage funds 
isn’t so huge as might be expected from the rapidly 
increasing flow of savings, principally because there has 
been a lag in mortgage loan repayments—including 
regular amortized repayments, prepayments, and com- 
plete loan payoffs. The officials conclude that this 
lag has kept supply and demand in fairly good balance, 
and works against a sharp drop in mortgage rates 

Strunk and Kendall point out that in 1959 some 
$8-billion of the $15.5-billion that major S&Ls lent to 
home buyers came from loan repayments. In 1960, they 
say, total repayments—particularly because of a drop in 
payofts—are likely to fall short of that figure. 


Portuguese Oil Company Offers Bonds 


Payable in 17 European Currencies 


Another in a line of European bond issues payable in 
various foreign currencies will be offered to European 
investors later this month. The Portuguese oil company, 
Sociedade Anomina Concessionaria da Refinacao de 
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Petroleos em Portugal (SACOR), which is partially 
owned by Compagnie Francaise des Petroles, will sel] 
$10-million in bonds in five European countries. SACOR 
is one-third owned by the Portuguese government and 
has exclusive refining rights in the country. 

The buyers will be able to pay for their bonds in any 
one of six currencies and collect their coupons in any one 
of 17 European currencies. In effect, the investor is 
assured of getting paid in the strongest currency available 
at any time. 

The bond issue is not an innovation. A number of 
other companies and countries have issued bonds payable 
in three or four currencies. But the Portuguese offering 
is significant because of the large number of currencies 
involved, an indication of freer convertibility abroad. 

However, U.S. foreign securities specialists doubt 
whether there will be any surge to this type of financing, 
For one thing, the expense of dealing in so many cur 
rencies is great. For another, there is no shortage now 
of long-term capital in Europe, so there’s really no need 
for such widespread financing except in specific instances. 
In the case of SACOR, there is a shortage of investment 
capital in Portugal. 


Sears to Sell Consumer Receivables 


To Huge Syndicate of 100 Banks 


Earnings of Sears, Roebuck & Co.—which were down 
in 1960 despite a succession of monthly sales records— 
should benefit from a giant piece of bank financing that 
the company is planning. Sears expects to sell “a sub- 
stantial portion” of its portfolio of consumer receivables 
to a syndicate of some 30 commercial banks. The total 
transaction will involve over $1-billion—one of the largest 
single pieces of bank financing ever. 

Sears is making the move to get a one-shot tax advan- 
tage on installment sales. Currently, it must pay taxes 
on the full amount of installment sales at the time they 
are made. 

Now, it wants to switch to the so-called installment 
method of tax accounting, under which taxes are only 
paid as the consumer notes are collected. But to switch, 
under IRS rules, Sears must first get rid of all its existing 
receivables and start fresh. 


AT&T Reports Record Profits 


American Telephone & Telegraph Co., which is the 
largest aggregation of privately owned capital in the 
world, this week disclosed that it was also the world’s 
most profitable corporation. In an interim report to 
shareholders, AT&T said that in the 12 months ended 
last Nov. 30, it cleared $1,244-billion, which is equal to 
$5.52 for each share outstanding. The company won't 
report final figures for the calendar year ended Dec. 31, 
1960, until early next month; it’s conceivable that they 
might be a shade lower than the November-to-November 
record. However, there isn’t much doubt that AT&T’s 
final 1960 results will top the previous high-water mark 
in profits—$1,189-billion set by General Motors in 1935. 
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nd BUSINESS WEEK Palm Beach’s staid, aristocratic atmosphere is taking on new bounce, 

< JAN. 14, 1961 now that President-elect Kennedy and family are shuttling in and out. 

a There’s a spruced-up look around the hotels, restaurants, and clubs— 

. the top-rated Palm Beach Towers hotel is so pleased with the sparkle that 

ble the 50-odd newsmen who have headquarters there when Kennedy’s in 
town now have pink-and-blue “princess” phones in their pressroom. 

s The Colony hotel, another leader, has hired noted artist-decorator 

we Piero Aversa to do over 25 suites in lush, tropical colors. The hotel Palm 

ies A BUSINESS WEEK Beach Biltmore has smartly refurbished its main dining room—and the 
famous Breakers hotel, landmark among the affluent, has put a new 
bt restaurant in its waterside cabana colony. 

"Bs SERVICE age 

Ur Kennedy’s rambling, six-bedroom Spanish stucco house is surf-front 

Ow at 1095 North Ocean Drive. If you take 10 min. to drive there from the down- 

ed town section, you’ll glimpse it over a high yellow wall. it’s secluded among 

2 a number of America’s finest oceanside residences. 

A better bet for seeing Kennedy, when he’s in town, is to journey 
(possibly with member friends) to the Palm Beach Country Club, where 
golf is a prime attraction—or maybe to Christopher Dunphy’s exclusive 
Seminole Club, 10 miles north in Juno. Some top members of the “clan,” 
including Robert Kennedy, may be seen occasionally at the celebrated 
Ta-boo restaurant on Worth Avenue, and possibly at an Italian dining spot 
called Mama Gilda’s. 

wh Your wife might be interested to know that Estelle Parker, with a shop 

s— on Worth Avenue, did Jacqueline Kennedy’s trousseau (as well as Grace 

rat Kelly’s); and when she’s in town, Mrs. Kennedy patronizes Colette, a 

ib- coiffeur on Peruvian Avenue. If you take your wife shopping, you’ll find 

les that Worth Avenue and the new Royal Poinciana Shopping Plaza come 
tal close to New York, with such names as Cartier’s, Hattie Carnegie, Saks 
est Fifth Avenue, Bonwit Teller, and Abercrombie & Fitch. 

n- On Sundays, the Kennedys worship at St. Edward’s Roman Catholic 

ces church on South County Road, usually attending Mass at 10 am. As 

cy for the social event of the season, on Mar. 16 there’!! be a charity ball at 
the Everglades Club—expectation is that some of the Kennedy group, maybe 

. the top couple, will be on hand. Tickets will be $100 a person. 

: Besides the Breakers, Colony, Biltmore, and Towers, there are two 
superior hotels that give you pleasant charm and not too much rush— 
the Brazilian Court and the Vineta. And if you miss hotel bookings, there 
are good motels along the ocean, just south of Palm Beach—Sea Breeze, 
Holiday Inn, Ambassador, and Windsor. 

Restaurants in town are among Florida’s best. Besides the well-known 

e Ta-boo, there’s Ted Stone’s for steak and seafood, Petite Marmite and Maison 

i Lafitte serving good French fare, and along with Mama Gilda’s, a worthy 

1s Italian kitchen named Alfredo’s. 

to The Pool Room in the Colony hotel and the Biltmore’s Rib Room are 

ed worth an evening, too. For cocktails or after-the-theater, there are two spots 

to that attract a smart crowd—the restaurant-bar at the Royal Poinciana Play- 
ut house, and The Alibi. The Playhouse starts its 10-week season Jan. 23, with 

” a line-up of stars including Helen Hayes, Arlene Francis, Walter Slezak, 

a and June Havoc. 

"s You won’t be able to golf at the three top clubs—Everglades, Palm 

tk Beach, Seminole—unless you’re a member or have member friends. But 

9. Palm Beach County has 16 courses, and most of these are open to non-mem- 93 
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bers. Better ones include West Palm Beach CC, Boca Raton (where Sam 
Snead is the pro), and Atlantis club. 


If you’re a fisherman, a highlight is the International Sports Fishing 
Tournament, with some of the sharpest fishermen in the world competing; 
it runs through Jan. 25, with headquarters at the Sailfish (yacht) Club. Or 
you can charter a boat for fishing at the Brazilian Avenue Marina. 


West Palm Beach—just across Lake Worth—offers pari-mutuel betting 
nightly at the Kennel Club and at the Jai-Alai Fronton. Society’s favorite 
racetrack south of Keenland is Hialeah, and it’s just 90 min. south on the 
Sunshine State Parkway. 

If you don’t want to drive, the Ta-boo runs a daily bus service from 
the restaurant. It leaves at 11:15 a.m., gets you there for the daily double— 
and returns to Palm Beach by 7 p.m., in time for cocktails. 


In filing your 1960 federal income tax, you can now use standard 
tables to figure deductions for state sales taxes. For example, a $20,000- 
a-year family man in Rhode Island (3% sales tax) can deduct $266. 


Taxpayers often underestimate allowable deductions for state and 
local taxes, the Internal Revenue Service notes. However, if you do claim 
deductions larger than those listed in the new tables, be prepared to 
defend your action. 


Tables for deductions, of course, aren’t uniform since the sales-tax 
picture varies by state. Some tables include city and county sales taxes. 
Watch your newspaper for the table effective in your state, or contact IRS. 


Reminder: Bond coupons payable last year are 1960 income, even if 
cashed this year. But dividend checks are part of the annual income for 
the year received. Example: Even though a check was payable the last 
day of 1960, you must consider it as 1961 income if you receive it this year. 


Department of musical appreciation: If you have youngsters in your 
family, there are two superior recordings that can go a long way toward 
building an understanding of music. One is for tots, called A Child’s Intro- 
duction to the Orchestra, directed by Mitch Miller (Golden Records, $1.98). 
And for kids 10 years and up, there’s a two-record album The Instruments 
of the Orchestra, narrated by David Randolph (Vanguard Records, $9.98). 
Adults, too, may enjoy this one. 


Omnibus: For a panoramic view of London, visit its tallest hotel—the 
18-story, 328-room Carlton Tower that just opened in Knightsbridge .. . 
You can keep up with the running news of the Civil War, in full detail, 
by “subscribing” to Harper’s Weekly. Reissues that duplicate the origi- 
nal, famed weekly are now coming off the presses (Living History, Inc., 
Box 446, Shenandoah, Iowa; $12 yearly) . . . If you’re planning to redeco- 
rate your office or home study, look into the possibilities of leather-tiled 
flooring (about $2.50 per sq. ft.) . . . For the record: Peace with Justice 
gives the text of 30 speeches by Pres. Eisenhower, including the draft of 


one to have been given in Leningrad (Columbia Univ. Press, $4). . . . If you 
travel abroad often, note that you can get a 48-page passport with extra visa 
pages. 


Contents copyrighted under the general copyright on the Jan. 14, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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In Labor 


Oil, Chemical Union Insists on Raises 
In Cents-Per-Hour, Not Percentages 


The Oil, Chemical & Atomic Workers is insisting on 
an across-the-board cents-per-hour settlement in its cur- 
rent wage bargaining. Percentage raises averaging about 
the same figure are being rejected by the imternational, 
which has veto power over locally negotiated terms. 

Percentage raises benefit higher-wage workers par- 
ticularly. In accepting the cents-per-hour policy this 
year, OCAW’s Pres. O. A. Knight said that an im- 
portant reason was that it would mean “a greater rela- 
tive raise for lower-paid union members.” 

The OCAW’s national bargaining policy committee 
recently approved settlements of 14¢ an hour and a wage 
reopening on 60 days’ notice. 

Last week, the bargaining policy committee was called 
to Denver to consider a proposed Seattle settlement for 
5% increases for all, roughly an average 144¢-an-hour 
raise. The committee turned down the percentage in- 
crease and said that it would reject all similar settlements. 


West Coast Dock Union Approves 
Plan Setting Up Mechanization Fund 


Despite strong opposition, West Coast union long- 
shoremen last week approved (7,882 to 3,695) a five-year 
agreement with dock employers to set up a $29-million 
fund to pay workers for jobs lost through mechanization. 

Only one of 29 locals of the International Longshore- 
men’s & Warehousemen’s Union rejected the agreement, 
despite campaigning within ILWU against terms that: 

* Give employers the right to go ahead with the 
installation and use of labor-saving machinery. 

¢ Eliminate many work rules and practices that em- 
ployers protested were “outdated, unnecessary, and cost- 
padding.” 

The opposition within ILWU was to the surrender 
of union restraints on automation and to the elimination 
of “traditional” rules. For the most part, it came from 
low-seniority workers whose jobs might be jeopardized. 


Cutters Protest Import of Men’s Suits, 
Threaten to Boycott Japanese Fabrics 


Jacob S. Potofsky, president of the Amalgamated 
Clothing Workers of America, will recommend that 
union cutters stop cutting Japanese fabrics after May 1. 
He will make the recommendation at an ACWA execu- 
tive board meeting next month. 

The step follows cancellation of a scheduled trip to 
Japan by industry and union representatives, who were 
to discuss with Japanese officials Japan’s announced in- 
tention of increasing fourfold its voluntary export quota 
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MORE NEWS ABOUT LABOR ON: 
@ P. 99—Organizing union organizers. 
@ P. 101—Showdown on truck demands. 
@ P. 102—NLBR told to settle job feuds. 





on suits. The U.S. group called off its trip when it 
learned unofficially that the Japanese were not prepared 
to negotiate at this time. 

The May 1 cutoff date is designed to “help protect the 
jobs and working standards of men’s clothing workers 
in this country from being- undermined by workers paid 
14¢ an hour,” Potofsky said. “In view of Japanese re- 
sistance to an equitable solution, we have no other re- 
course.” 

e & a 


Goldberg Picks William W. Wirtz 
As New Under Secretary of Labor 


William Willard Wirtz, 48, Chicago attorney and a 
law partner of Adlai E. Stevenson, has been designated 
Under Secretary of Labor in the Kennedy Administra- 
tion. He will serve with Arthur J. Goldberg, named 
Labor Secretary. 

Wirtz served as public member and general counsel 
of the War Labor Board in World War II and as chair- 
man of the National Wage Stabilization Board in 1946. 
Goldberg appeared before him then on several occasions 
as general counsel for the United Steelworkers. 

Goldberg and Wirtz worked together last year as 
members of the Senate advisory committee on changes 
in the Taft-Hartley Act. Shortly after he was designated 
to be Labor Secretary, Goldberg sounded out Wirtz on 
the important second job in the Labor Dept. 

This week, Wirtz prepared to assume his new role by 
resigning as permanent umpire of disputes between the 
United States Rubber Co. and the United Rubber 
Workers; as member of the United Auto Workers Pub- 
lic Review Board, and as umpire in disputes between 
the Franklin Assn., printing trade employers’ associa- 
tion in Chicago, and the International Typographical 


Union. 
o € J 


UAW Group Health Plan Will Compete 
With Blue Cross-Type Insurance 


Community Health Assn., a prepaid group health 
program developed by the United Auto Workers to 
compete with Blue Cross and Blue Shield, is enrolling 
members in the Detroit area. It hopes eventually to sign 
up not only a majority of Michigan’s auto workers, but 
thousands of others. UAW Pres. Walter Reuther, who 
is credited with conceiving CHA, insists that it be open 
to all groups rather than limited to one industry or union. 

The plan’s first 150 members are workers on the CHA 
staff and employees of Commonwealth Brass Corp. 
Enrollments in two units of General Motors Corp. will 
get under way later this month under a UAW-GM 
agreement. CHA expects to reach a “break even” 
membership of 35,000 sometime this year. 
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Businessmen were treated this week 

to the sight of a union president try- 
ing to decide whether to recognize a 
wuion. The president was David Dubin- 
sky, head of the +50,000-member In- 
ternational Ladies’ Garment Workers’ 
Union, a vice-president of AFL-CIO, 
ad a veteran fighter for labor and 
liberal causes. The union was formed 
by his ILGWU organizers. 
«Growing Trend—Dubinsky’s  di- 
lmma is one that all international 
wion presidents are afraid they may 
have to face. As unions become institu- 
tionalized, organizers see themselves 
more and more as emplovees as well as 
usaders. They see union higher-ups 
4% management. And thev believe what 
they preach to unorganized workers: 
emplovees need a union to represent 
them in dealing with management. 

Dubinsky ignored an offer by the 
aganizers’ union to submit to a check 
if its membership cards and attempted 
-unsuccessfullv—to delay a National 
labor Relations Board hearing sched- 
iled for next week. His apparent re- 
luctance to recognize the union is based, 
it least in part, on typical management 
reactions. 

For company and union management 
like, union pressure for higher wages 
restricts the amount of money that can 
% spent on other things. In the 
inion’s case, this might be a leaflet 
wmpaign or a strike fund. Also, griev- 
mce procedures and work rules limit 
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Union Organizers 


both company and union officials in 
their freedom to run their own show. 

¢ Special Problems—These familiar 
motives underlie much of the historic 
opposition to organizers’ unions. Other 
objections, however, stem from labor’s 
special nature. 

In the traditional labor view, an or- 
ganizer is not just a hired hand; he is a 
participant in a missionary cause whose 
relation to the cause would be de- 
stroyed if he were placed too firmly in 
an employee’s slot. Usually he is a 
member of the union he serves, with a 
vote in its decisions and the opportunity 
to rise politically in its ranks. His in- 
fluence on other members makes him a 
valuable allvy—or dangerous opponent— 
of the union administration. 
¢ NLRB Decision—The special status 
of organizers was cited by AFL-CIO 
Pres. George Meany when he fought 
the Field Representatives’ Federation, a 
union organized by AFL-CIO staffers 
shortly after the merger of AFL and 
CIO. But Meany gave in when the 
NLRB ruled that organizers were em- 
plovees and ordered an election. 

Today, the 117-man FRF holds a 
federal charter from the AFL-CIO, bar- 
gains so effectively with AFL-CIO 
Secy-Treas. William I. Schnitzler that 
it has won $22.50 in weekly increases 
in less than three vears. It serves as a 
model for organizers’ unions recognized 
informally by the United Rubber Work- 
ers, both AFL-CIO chemical unions, 


Organize 


the United Packinghouse Workers, the 
United Papermakers & Paperworkers, 
the American Newspaper Guild, and 


the Insurance ‘Workers International 
Union. 
¢ Distant Fear—Most of these organ- 


izers’ unions were formed within the 
last few years. And others are now be- 
ing organized. Rumors of organizing 
activity circulate wherever union repre- 
sentatives gather. Some labor officials 
even think it’s possible that some day 
an international union of organizers, 
capable of exerting political control 
over ali other internationals, might be 
formed 

So far, tiis threat appears to consist 
of a semi-social get-together by repre- 
sentatives of several organizers’ unions 
in Washington recently, with another 
meeting planned for next month. But 
international presidents are worrying 
already. 

This prospect may have been in Du- 
binsky’s miad, teo, when he recoiled 
from organized organizers in ILGWU. 
e ILGWU Situation—But another ele- 
ment in the ILGWU situation is 
unique to the ILGWU-its attitude 
toward :ts Seld staff. Labor observers 
describe it as both the best and the 
worst in the AFL-CIO. 

These observers sav it is the best be- 
cause ILGW/U secks out able and ideal- 
istic young people, many of them col- 
lege graduates, and educates them as 
organizers. At the union’s New York 
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Your man at American TAIRfreight 





AlRfreight Sales Representative —the ‘“‘in 
person” approach to your shipping needs. 


To the user, the Sales Representative is American 
AIRfreight. Whether your shipments are large,small, 
regular or occasional, the Sales Representative’s spe- 
cialized knowledge of the AlRfreight operation is at 
your disposal. His on the spot, face to face solutions 
to your shipping problems attest to the importance 
American places on your absolute satisfaction with 
AlRfreight Service. 

The AlRfreight Sales Representative, like every 
member of the skilled AIRfreight team, has one 





@ 


goal: the swift, dependable movement of airfreight 
from shipper to receiver. This service concept is 
added assurance that your shipments with American 
leave on time, arrive on time and get where they’re 
going in good condition. 

Keep yourself abreast of the latest developments 
in AIRfreight. Write American Airlines AIRfreight, 
100 Park Avenue, New York 17, N. Y., for a free 
subscription to “AIRfreight Manifest.” 


AMERICAN AIRLINES 


America’s Leading Cargo Airline 
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training institute, they are taught not 
only practical organizing techniques, but 
also labor history, labor’s role in the 
community, and the moral aspects of 
unionism. 

But these same observers criticize 
ILGWU for the low salaries it pays its 
organizers. According to the interna- 
tional’s records, average pay for the 262 
employees listed as organizers (some 
actually do educational and other work) 
is $100 a week. Some earn $65—which 
is half the wage many skilled ILGWU 
members earn and $5 less than the sal- 
ary of the lowest-paid clerical worker 
in the union’s New York headquar- 
ters. 

The clerical workers, say the or- 
ganizers pointedly, have a union. Now 
they have one, too. 

The next move is Dubinsky’s. Like 
any other employer confronted with an 
NLRB election petition, he has several 
courses open to him. He can agree to a 
consent election or he can raise objec- 
tions based on the employees’ ineligi- 
bility. The latter is unlikely because of 
the NLRB decision in the FRF case. 
A more likely tactic would be to object 
on grounds of the bargaining unit, 
either as a means of delaying the case 
or of broadening or narrowing the unit 
to dilute or cut away the union’s pre- 
sumed majority. 
¢ Publicity Angle—An astute man, 
Dubinsky knows the risk he runs in a 
public battle. A union president fight- 
ing a union provides ammunition to 


the management of every unorganized 
shop within reach of newspaper, radio, 
or TV, and damages labor’s cause. 

The awareness of this problem has 
been an element in each union’s think- 
ing about a union within its ranks—just 
as it has played a part in organizers’ 
reluctance to publicize their grievances. 
This situation can make a union-or- 
ganizer conflict far more complicated 
than the normal labor-management 
dispute. 

Away from the sensitive area of 
organizers’ unions, however, unions’ re- 
lations with their organized employees 
tend to be amiable and routine, accord- 
ing to the employees’ unions involved. 
e Headquarters & Unions—At AFL- 
CIO headquarters, the FRF is one of 
five unions that represent employees. 
The other four are the American News- 
paper Guild, the Office Employees’ 
International Union, the Building Serv- 
ice Employees’ International Union, 
and the Hotel & Restaurant Employ- 
ees. Each also represents employees 
of other—although not all other— 
unions, and each reports that its union- 
employed members earn above-average 
wages. 

This is particularly irue for 
clerical workers. According to Howard 
Coughlin, president of the OEIU, 
many union office workers earn as much 
as $20 to $30 above the scale for 
similar classifications in private indus- 
try. 

“Unions take into account the fact 





that it's hard tor a girl to get a job with 
a commercial employer after she’s 
worked for a union,” he said. 

Most union office workers are or- 
ganized. Coughlin’s union represents 
7,000, the great majority. Several 
unions~including the Amalgamated 
Clothing Workers and the United 
Steelworkers—organize their own office 
employees. In others—such as_ the 
International Union of Electrical 
Workers—they belong to local indus- 
trial unions directly affiliated with the 
AFL-CIO. It’s a growing jurisdiction. 
The increase in national pension and 
welfare plans and the additional paper 
work required by the Landrum-Griffin 
law have swelled union clerical staffs. 
¢ Awkward Moments—Representing a 
union’s employees can create awkward- 
ness in top-level relations with that 
union, Coughlin noted. Recently a 
joint organizing campaign by OEIU 
and the Retail Clerks’ International 
Assn. at May’s department store in 
Cleveland was interrupted by news that 
OEIU members were picketing RCIA 
offices in San Francisco. Both interna- 
tional presidents had to dash to San 
Francisco to settle the dispute. 

In other cases, members’ suspicion 
that the high command of one union 
will compromise demands rather than 
embarrass the high command of a sister 
union creates still another problem. 
This is generally solved by forming a 
local union unaffiliated with any inter- 
national. 


Showdown on Trucker Demands 


The outcome of current bargaining in Midwest is com- 
plicated by demands of Teamsters’ Hoffa. The settlement may 


set pattern for other areas. 


The country may face its first major 
labor crisis of 1961—and of the Ken- 
nedy Administration—as a result of a 
strike authorization voted last week by 
bargaining representatives of 160, 000 
truck drivers in 14 states. If the drivers 
quit at midnight Jan. 31, the nation’s 
motor freight operations will be crip- 
pled in a matter of days. 

The new Administration—with labor 
attorney Arthur J. Goldberg as Secre- 
tary of Labor—will then have to decide 
whether to invoke the national emer- 
gency strike clause of the Taft-Hartley 
Act, for an 80-day injunction against 
any shutdown in the trucking industry. 
This is a possibility both sides in the 
current negotiations are considering in 
drafting bargaining strategy. 


¢ Broad Impact—Intercity or highway 


truck contracts and local cartage con- 
tracts outside the Chicago area termi- 
nate the end of this month in the cen- 
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tral states—hub of the naticn’s truck 
transportation systems. Contract talks, 
under way since late 1960, reached a 
stalemate last week. 

Led by James R. Hoffa, negotiators 
for the International Brotherhood of 
Teamsters demanded a number of con- 
tract clauses described as “completely 
unacceptable” by the Motor Carriers 
Employers Negotiating Policy Com- 
mittee—a coordinating committee repre- 
senting 600 major employers. 

According to Hoffa, 500 other com- 
panies in six associations, employing 
about 50,000 Teamsters members, have 
agreed to the IBT demands. Obviously 
thinking of the possibility of a T-H 
strike injunction, Hoffa told reporters 
in Chicago that these companies oper- 
ate in such diversified aréas and fields 
that if a strike should occur Jan. 31 it 
“could hardly be said to create a 
national emergency.” 


[Including small truckers, nearly 
7,000 employers are involved in the 
current negotiations. Hoffa’s sights 
actually are set far beyond this group. 

Labor agreements covering at least 
a quarter-million more truck drivers run 
out this year, including contracts for 
60,000 unionists in the Southeast and 
Southwest the end of this month; 
nearly 25,000 in New England and the 
Wash ington-Baltimore area Apr. 1, and 
150.0 10° on the West Coast June 30. 

The outcome of the central states 
bargaining, now reaching toward a 
showdown, is expected to set the 
settlement pattern for other areas. 
¢ Key Issues-IBT and employers agree 
that about 90% of all issues in the cur- 
rent bargaining have been resolved. But, 
they say, this “doesn’t mean the parties 
are an No near a settlement. 

One union demand—a key one—would 
commit each trucking employer to ac- 
cept the principle of national agree- 
ments in the industry. Hoffa makes no 
secret of his interest in negotiating 
master contracts covering all major em- 
ployers nationally. 

Clauses to commit employers to ac- 
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cept national contracts as a matter of 
principle are a first step in Hoffa’s 
strategy. The second will be to nego- 
tiate the simultaneous expiration of ma- 
jor trucking agreements. 

Employers say—flatly—that Hoffa is in 
for trouble if he presses too far on the 
national contract issue. 

They are just as adamant against 
other Hoffa demands intended, they 
charge, to circumvent Taft-Hartley and 
Landrum-Grifin Act curbs on union 
practices. 

= instance, Hoffa insists that: 

Teamsters members must be free 
to go hemes or work behind a picket 
line. 

e They must have the right to re- 
fuse to handle goods of any carrier in- 
volved in a labor dispute and to insist 
that their employer refuse to handle 
“hot cargo” from such a carrier. 

e Employers provide for Teamsters 
ordered to cross picket lines or to han- 
dle “‘struck” goods (1) triple pay for the 
work done, and (2) triple ordinary life 
insurance, hospitalization, and medical- 
disability benefits. 

¢ The unions have the right to en- 
gage in sympathy strikes without the 


stoppage being considered a contract: 


violation, for disciplinary action. 

¢ Employers give iron-clad guaran- 
tees against (1) subcontracting or trans- 
ferring work without a written agree- 
ment from the union, and (2) hiring 
workers at less than union wages and 
conditions for work. 

The employers’ negotiating policy 
committee objects to most of these de- 
mands as “unlawful” efforts to get 
around the federal labor law. Hoffa re- 
torts: “We don’t propose to be strike- 
breakers and laws can’t be passed to 
make us strikebreakers.” 

The IBT also wants some substantial 
economic concessions. An agreement 
on some of the money terms—covering 
wages and fringes—is reported on a ten- 
tative basis to cost an estimated 364¢ 
to 42¢ an hour under a three-year con- 
tract. 
¢ Industry Demands—The industry has 
demands, too: for the elimination of 
“wasteful work practices” to enable em- 
ployers to streamline operations and 
control costs. The employers charge 
Hoffa-led IBT negotiators have “re- 
fused to give serious consideration” to 
management demands. 


NLRB Told to Settle Job Feuds 


Supreme Court decision in television case opens 
board’s doors to inter-union jurisdictional disputes. 


The U.S. Supreme Court ruled this 
week that the National Labor Relations 
Board cannot leave to an employer the 
task of working out jurisdictional dis- 
putes between unions. The decision 
could open the doors of NLRB to a 
flood of inter-union job disputes, up to 
now mostly worked out through labor’s 
internal mediation and arbitration 
machinery—with NLRB staying out. 
¢ Court Case—The high court’s de- 
cision came in a test of whether the 
NLRB is required—by federal law—to 
tule which union is to do the work 
when two or more unions are involved 
in a jurisdictional dispute (BW—Nov. 
12’60,p124). 

Theoretically, NLRB has held in the 
past that it has the right to decide 
which union should do the work if it 
finds that the contract is specific on the 
assignment—but that the board is not 
obligated to decide the right to a job 
if the contract is not clear. Actually, 
NLRB has never ruled which union 
should get the job in a jurisdictional 
dispute. 

The case just decided involved rival 
unions’ claims for “remote lighting” 
jobs on out-of-studio TV shows. Tele- 
vision engineers in one union refused 
to operate cameras on a Columbia 
Broadcasting System telecast from a 
New York hotel when the network 


assigned members of the rival union to 
lighting jobs. 

CBS filed unfair labor _ practice 
charges with NLRB, which ordered the 
engineers to stop striking to force the 
network to assign work to fellow union- 
ists. NLRB left to CBS the problem 
of working out the jurisdictional dis- 
pute. A court of appeals refused to 
enforce the order against the strike; it 
said NLRB’s ruling should have been 
broader. 
¢ The Decision—The Supreme Court 
agreed, unanimously, that provisions of 
the Taft-Hartley Act require NLRB to 
make a binding decision on the dis 
puted work. Justice Hugo L. Black, who 
wrote the opinion, said that if the prob- 
lem is left to an employer, it becomes 
a continuing matter and rival unions 
are free to use further pressure to get a 
favorable decision. 

The decision in the CBS case will 
have a direct bearing on similar work 
assignment disputes between the other 
two networks and their craft unions. 
It has an indirect—but important—bear- 
ing on work assignment and jurisdic 
tional disputes in all industries. 

NLRB expects to be flooded with 
requests to decide jurisdictional dis- 
putes, “a very definite increase” in the 
number of cases that involve inter- 
union job rows. END 
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Wringing Out More Oi 


The petroleum industry, pressing a 
yastly stepped up drive to squeeze as 
much oil as possible out of its wells, is 
experimenting with a number of new 
secondary recovery techniques in oil 
fields around the U.S. 

The results are already notable. “If 
our current experiments can be veri- 
fied,” savs one technician, “‘almost com- 
plete recovery of oil from U.S. deposits 
may soon be possible.” That’s a far 
cry from the 20% recovery that was all 
that could be counted on for sure in 
the 1930s; a far crv even from the cur- 
rent recovery, which, at its very best, 
only comes to 80% 

The Orco process (diagrammed 
right), now being tried out in Texas, 
Kansas, and Oklahoma, is just one of 
a flock of the new processes now under 
test. Orco, developed by the Oil Re- 
covers Corp. of New York, uses carbon 
dioxide in addition to water-flooding to 
boost secondary recovery. Its early trials 
look extremely promising. 

But betting in the industry on which 
method will end up as the best is still 
prettv much spread around among the 
various entries. There are so many good 
possibilities at the moment that nearly 
evervone is confident that the problem 
of secondary recovery will be wholly 
licked in the near future. 
¢ Cost Factor—Success can’t come too 
soon for an industry beset by mounting 
costs of exploration and _ extraction. 
Even in World War II the cost of find- 
ing a new oil deposit was figured at 
40¢ per bbl.; today it costs almost $1.20 
per bbl. 
| What’s more, a great deal of the more 

recently discovered fields in the esti- 
mated 30-billion bbl. of U.S. proven 
reserves lies either under water or in 
remote areas where the extraction costs 
dimb disparately. Frequently of late, 
when a new discovery proves less rich 
than was hoped, the company simply 
writes off its exploration costs and 
‘doesn’t bother to drill. The crude that 
would be obtained from such reservoirs 
isn’t considered to be worth the pro- 
duction effort. 

This situation has created a grand 
opening for the men now experiment- 
ing with secondary recovery techniques. 
“Any time that they can prove they can 
materially step up the flow of oil from 
an easily accessible field, they're fairly 
sure of a fat contract. 

* Water Flooding—The conventional 
method of secondary recovery in the 

.S. today is water flooding. You 
simply pump millions of barrels of water 
down an injection well; that builds up 
enough pressure in the deposit to force 
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the release of about half the oil in the 
reservoir. 

Unfortunately, water flooding works 
much less well in some deposits than 
in others. Sometimes in different parts 
of the same field the reaction to water 
flooding is not the same, and other 
methods have to be used. This is 
where the current crop of new sec- 
ondary recovery methods comes in. 
¢ Orco Process—The Orco process is 
tied very closely to water flooding, since 
its success depends on the presence of 
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water. The trick by which the addi- 
tional oil is coaxed out of the ground 
is the injection of carefully regulated 
amounts of carbon dioxide and water 
into the well at the same time. 

The carbon dioxide carbonates the 
water, which then reacts with certain 
hydrocarbons in the crude oil to form 
chemicals that in effect serve as a deter- 
gent to release the oil and gas and speed 
them toward the surface at the produc- 
ing wellhead. 


In some reservoirs, the Orco method 
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... the Orco process should 
work well on almost any 
reservoir in which ordinary 
water flooding is used... 
(STORY on page 105) 


has pushed recovery up close to 90%. 
But its developers are chary of guessing 
how much their process could add to 
total U.S. oil recovery. After all, no 
two fields are equally responsive to the 
pressure of oil and water or both. 

¢ Accurate Prediction—What the Orco 
engineers can do is to call their shots 
with great accuracy on any given field. 
They take core samples of the oil for- 
mation, and then simulate the condi- 
tions of the reservoir in the laboratory 
to reach an estimate on how much addi- 
tional crude oil the use of the Orco 
process will provide. 

Judging by experience, company en- 
gineers think that Orco should work 
well on almost any reservoir in which 
ordinary water flooding can be used. 
The first major field trial was on a 
240-acre section of an oil field in Wash- 
ington County, Oklahoma. It had been 
estimated that this section would yield 
986,000 bbl. using conventional water 
flooding. 

Orco has added 364,000 bbl. to that 
expectation, for a handsome 37% 
gain. And the higher figure will be 
achieved in about two years, about 
half the time that would have been 
needed to get the oil up out of the 
ground with water flooding alone. 

The additional oil recovery of 37% 
is considered to be much below the full 
potential of the Orco process, company 
spokesmen say, too. Significant im- 
provements in the application of the 
process have been made as a result of 
experience gained in the first commer- 
cial flood. These are currently being 
tried out on other commercial projects. 
¢ Setting It Afire—All sorts of equally 
promising methods are being tried in 
secondary recovery experiments. And 
these experiments are going on in some 
3,000 locations around the country. 

In one of the most dramatic new 
methods, the oil at the bottom of the 
reservoir is actually set on fire. The 
theory of this thermal recovery is that 
combustion will help oil recovery in two 
ways: 

¢ It warms the rest of the oil, mak- 
ing it thinner and so more freely flow- 


ing. 
e It creates pressure that forces the 
rest of the oil up and out of the well. 
Still another approach, being tried 
by the South Penn Co. in a field near 
Bradford, Pa., is the use of alcohol to 
enhance the effect of water in flushing 
oil out of a producing well. END 
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THE TREND 





The Stimulus the Economy Needs 


The report to Pres.-elect Kennedy. by his task 
force on economic policy is the sort of shrewd, well- 
written document one would have expected from 
its author, Prof. Paul A. Samuelson of MIT. The 
report is, however, better—and more candid—in its 
analysis of the economic problems facing the coun- 
try than in its policy recommendations on what to 
do about the interlocked problems of recession, 
slow long-term growth, balance-of-payments strain, 
and inflationary potentials. 

Samuelson quite correctly emphasizes that the 
current recession, which he expects to be relatively 
moderate and short-lived, is only part of the prob- 
lem. From the standpoint of public policy, it is less 
crucial than the fact that this recession “has been 
superimposed upon an economy which, in the last 
few years, has been sluggish and tired.” 

The Samuelson task force sees these slack open- 
ing years of the 1960s as “appropriate periods for 
programs of economic stimulation by well-thought- 
out fiscal policy.” But the well-thought-out fiscal 
policy favored is increased government spending, 
rather than tax reduction or reform. 

The Samuelson report calls for temporary tax 
reduction only if its relatively “optimistic” forecast 
proves wrong and the economy urgently needs extra 
stimulus by spring. But it emphasizes that such a 
tax cut should expire by the end of the year—hbe- 
cause, “with continued international uncertainty 
and with new public programs coming up in the 
years ahead, sound finance may require a mainte- 
nance of our present tax structure, and any weaken- 
ing of it in order to fight a recession might be tragic.” 

Thus, the Samuelson report pushes off to some 
unspecified future time (when and if “growth makes 
reduction of tax rates possible in the long run”) any 
tax program to deal with the “fiscal” weaknesses 
of the system—which are so boldly blamed in the 
analysis for the “basic sluggishness which underlies 
the more dramatic recession.” The report nods 
in the direction of the ultimate desirability of a 
“comprehensive” program to alter the tax system 
to stimulate investment, eliminate loopholes, pro- 
mote equity, and enhance incentives, but doesn’t 
say when or how. 

Kennedy’s advisers (are they here following or 
leading their chief?) are unwilling to grasp the nettle 
of genuine fiscal reform to stimulate economic 
growth. If Kennedy follows their advice, he will 
have good precedent; the Eisenhower Administra- 
tion similarly lost heart (after every conversation 
with Rep. Wilbur Mills and other Congressional 
leaders) and failed to fight for an improvement of 
our tax system, because of the “political realities.” 

Admittedly, it is extremely difficult to reform 
the tax system except within a pattern of over-all tax 
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reduction. Yet there never seems to be a time fo 

tax reduction: In periods of prosperity, which are 
ordinarily accompanied by inflationary pressure, the 
tax reductions would add to inflation; in periods of 
recession, when the budget is running a deficit, the 
tax reduction would add to the deficit, or force the 
Administration to give up spending programs. 

Thus does government grow, and the growth rate 
fail—while unemployment persists, new investment 
in plant and equipment sags, and the U.S. losegj 
ground in foreign markets. 

The Samuelson report deserves credit for putting 
its finger on the major problem: not this recession, 
but slow growth, too frequent recessions, feeble and 
abortive expansions. But it neglects the most ims! 
portant solution to this slow-growth problem. 

We think Kennedy should put some hard ques 
tions to his task force and should particularly cons 
sider whether too low a priority hasn’t been given 
to tax legislation for growth. Strengthening the pri- 
vate economy to grow will set in motion forces that, 
over the years, will throw off continuously increasing 
revenues to meet what undoubtedly will be the ex- 
panding jobs of government. Fiscal policy is not 
“well-thought-out” but lopsided if it worries only 
about the expenditure side of the budget. 


Showdown on Algeria 


Pres. Charles de Gaulle of France has displayed 
both astuteness and courage in trying to find a solu- 
tion to the Algerian problem. Now, with his sue- 
cessful referendum on Algerian self-determination, 
he has undercut the rightwing extremists in France 
who have been threatening his regime. Thus, he) 
has averted a disaster for France. Moreover, he has 
received a mandate from a strong majority of the 
French people to set up self-governing institutions 
in Algeria and to negotiate with the National Libera= 
tion Front (FLN) on reasonable terms. 

The results of the referendum remove any doub 
about where the U.S. should stand on the Algerian 
issue. De Gaulle clearly deserves our wholehearted 
support. He has demonstrated not only that he 
wants an enlightened settlement in Algeria but also 
that he can carry France with him. 

It is up to the FLN leaders to prove that they 
also desire peace in Algeria. If they are not will 
ing to negotiate in good faith, and not willing tog 
reject the all-or-nothing policy that Moscow hag 
been encouraging them to take, the FLN leaders 
will forfeit the considerable sympathy they have 
had in this country. We will then have to assumé 
that they have become the stooges of international 
Communism, interested primarily in opening up 
North Africa to Soviet influence and control. 
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